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ABSTRACT

This thesis is about the exploration of the role of accounting technologies in the con
the public sector reform initiatives in the Australian state of N e w South Wales ( N S W ) . A
Government Department of the N S W has been adopted as a field of investigation for the
purpose of this exploration.
The organisation which is investigated has undergone tremendous organisational and
cultural changes which were prompted by the public sector reform initiatives of the N S W
Government during the late 1980s and early 1990s. Consequently the Department adopted
n e w management and financial practices. This study investigated h o w accounting
discourses and practices are contributing to and are being transformed by the introduction
of n e w management practices in this organisation. In addition, in this study, the
dysfunctional consequences of the public sector reforms, as raised in various scholarly
writings, are also highlighted. Overall, this study explored the position of this Department
in the light of success or failure to face such organisational and cultural changes. This
study is based on the methodology of naturalistic and interpretive interests. A n amalgam
of organisational change models proposed by Laughlin and Geertz's interpretive culture
are adopted as the theoretical and analytical frameworks for this study.

Although the Department is involved in commercial operations, it did not give up the so
obligations expected of a Governmental Department. Profit maximisation is not a goal but
rather satisfying customers. T h e Department is a success story of the N S W Government's
public sector reform initiatives. This Department n o w regards itself not only as being a
commercial organisation, but also as being in the business of delivering quality services to
customers in a largely competitive market where the majority of the Department's
customers have freedom of choice in their service provider. The Department has aligned
its goals with an ethic of best practice in service delivery and a motto that the needs of the
customer should be paramount. T h e shift has definitely delivered significant tangible and
intangible results to the government, to the tax payers and to its customers. Nevertheless
this Department remains in the unique position of having the legal status of a Department
of State and yet operating competitively and commercially.
Accounting technologies in this Department have played both instrumental and noninstrumental roles in its reform processes. Accounting technologies are well placed in this
Department to facilitate the organisational and cultural changes that are required to
respond to the public sector reform initiatives. N e w accounting technologies which were
introduced to meet the demands of its reform processes have certainly found an effective
foothold in the n e w commercialised culture of the Department and have also become the
dominant language in the n e w culture. Considering the experiences of this Department, it
can be said that there are positive examples of public sector reforms where accounting
technologies can play a very significant role.

Key Words: Commercialisation, Corporatisalion, Managerialism, User Pays,
Accrual Accounting, Ethnomethodology,
Critical Ethnography,
First
Change, Second Order Change,
Colonisation, Cultural Fragmentation,

Managed Team, Schizoid Organisation

Order
Self-

CHAPTER ONE
INTRODUCTION

It is now a well known fact that the various levels (the federal, the state and t
local) of the Australian government have introduced 'market discipline' and
'commercial practices' either through

commercialisation

(the process of

introducing commercial management principles, practices and accountability
regimes), or through corporatisation (use of corporate form for legal, governance,
management, accounting and accountability purposes for public business activities)
(Broadbent and Guthrie, 1992), or finally through privatisation (the selling of part
or all of a corporalised public sector entity to private capital). These changes have
redefined the 'public sector' and have disturbed the cultural orientations and the
perception of those involved in the various public sector organisations in the
developed countries including Australia. For example, organisations once geared
towards the production of a service are n o w geared towards profit.

These

developments also have given increased standing to costs and to n e w systems and
symbols of accountability.

N e w accounting visibilities have been created

(Hopwood, 1985a). It is also argued that, like other developed countries w h o
have introduced various reforms, these public sector reform initiatives in Australia
have strong links to public sector accounting practices.

This thesis is about the exploration of the role of accounting technologies in th
context of the above mentioned public sector reform initiatives in the Australian
state of N e w South Wales ( N S W ) . A Government Department of the N S W has
been adopted as a field of investigation for the purpose of this exploration.
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The Department which is investigated, has gone through tremendous
organisational and cultural changes which were prompted by the public sector
reform initiatives of the NSW Government during the late-eighties and earlynineties. Consequently the Department adopted new management and financial
practices. This study investigates how accounting discourses and practices are
contributing to and are being transformed by the introduction of new management
practices in this organisation. In addition, in this study, the dysfunctional

consequences of the public sector reforms raised in various scholarly writings ar

also highlighted. Overall, the objective of this study was to explore the positio

this Department in the light of its success or failure to face such organisationa
cultural changes.

In addition to this chapter, the thesis has nine other chapters. In chapter two,
Australian and NSW public sectors are briefly introduced. This introduction also

includes the introduction of the stakeholders of the public sector management and

a description of how the public sectors in Australia and in NSW are classified. I

shown that the identification of the public sector has become a difficult task du

the implementation of public sector reforms in various public sector agencies suc

as commercialisation and corporatisation. Following this, the various public sect
reforms which have been implemented in the NSW public sector are described.

The descriptions of the reforms and the related theoretical underpinning which ar
provided in this chapter are utilised as a base to 'set the pole' for the study.

accordance with the various implications of the reforms, in this chapter a number
of research problematics are developed. These problematics are explored and
explained further in later chapters.

3
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All actions normally have meaning/s but those meanings can only be understood in
a context. Accounting actions are often viewed in very instrumental terms.
However, there is a growing interest in understanding how the instruments are

used in particular contexts. It is argued that we may not understand the impact a
implications of accounting and accounting systems without grounding the research
in a specific context. For example, Hopwood (1983, 1984, 1985a, 1985b) argued

that accounting operates in highly localised and specific contexts and accounting

should be appreciated in the specific contexts in which it operates. Hopwood also

(1984) felt that the furtherance of accounting in the public sector could provide

ideal context in which to ask questions of accounting as it is used in this secto

which can in turn raise questions of a wider organisational, social and even poli
nature. Hopwood (1984) suggested that the direction of change in the public

sector, from the general to specific, has important implications for those intere

in understanding and directing the practical process of accounting reform (italic
are mine) in the public sector. Although there is a growing interest in studying

accounting in a context, the contextual literature on public sector accounting an
financial management reforms has not grown that much (see for example,
Broadbent and Guthrie, 1992). Chapter three validates this argument through

incorporating the works and views of various accounting researchers in this area.

These findings from the literature review illustrate the concern of Hopwood (1979
who claimed 'how little we know about the actual functioning of accounting
systems in organisations'. The findings of the review also indicate that despite
growing interest in organisations and accounting and contextual research in

accounting, there is still a dearth of closely observed and theoretically informe
studies of specific governmental agencies. Therefore, the focus of this study is
microphysics (microscopic studies - Geertz, 1973, p.21 or micro level research -

Archer, 1987, p. 401; or microsociological approach of research - Puxty, 1993, p.
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60) of the internal transformation (with specific reference to accounting
transformation) of a particular NSW Government Department rather than focusing
on sectoral or institutional rearrangements (eg the national health service, the
eductions sector etc.). The Government Department chosen is the Department of
Public Works and Services (DPWS). Since 1988, this department has undergone a
tremendous amount of internal transformation prompted by the NSW public sector
reforms, especially commercialisation.

This study used a single case with strong naturalistic and interpretive interests
The selection of research methodology in any area of social science is dependent
on the researcher's value based assumptions about 'ontology', 'epistemology' and

'methodology'. That is, what is researched and how it is researched is interlinke

In addition to the ontological and epistemological beliefs of the researcher, the

nature of the research problem is an important factor in choice of methodology an

method of carrying out research. As already mentioned in the previous paragraphs,

the research problem of this study is to investigate the use, reform and change o
accounting in the context of public sector reforms in Australia. It is a problem

which very little information exists and there are important issues about which l
is known and certainly the problem needs to be explored further. Therefore, this
study aimed at producing a 'thick description'(Geertz, 1973) of the contextual
understanding of the phenomena. Gathering data using quantitative method (or

known as questionnaire study) is not enough to produce a thick description of the

phenomena or the context and will not be able provide the opportunity to know the

few people in the field (eg public sector for this study) or a social system real

well. Accounting is believed to be socially constructed and a subjective "reality

So, the mainstream perspective or the scientific method - wherein the relationshi
among naturally occurring phenomena are assumed to be enduring, quantifiable,
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and objectively determinable - is an incorrect paradigm that limits the perspectives
for undertaking accounting research. Considering all these, in this study it was

decided to gather data through qualitative research strategies in order to provide a

'thick description' (thereby to adopt the ethnographic tradition) of the 'experienti
understanding' of the phenomena in the context of public sector reforms. Chapter
four discusses these issues more elaborately and deals with the research methods
adopted for this study. In the process of dealing with such methods an insightful,
although brief, description is given of the qualitative research paradigm and the
ethnographic approach. Such description helped to provide an understanding of
the various aspects of the alternative research methodology as well as the various
aspects of the ethnographic approach to data collection. This insight ultimately
helped in the data collection process in the field. This chapter also describes the
process of selection of the 'case' for the investigation, the process of obtaining
access to the investigation in the field and how the data were collected. The whole
process was a reflexive process.

Once the data collection was completed the next task was to analyse the data in the

light of the research problematic raised at the beginning of this thesis. To analyse
data Laughlin's (1991a) organisational change framework and Geertz's (1973)
cultural framework are considered. Chapter five explores further these two
frameworks. The main framework considered for the interpretation and analysis of
data in this study is Laughlin's (1991a) skeletal models of organisational change.
In addition a cultural perspective will also be brought to bear for analysis and
interpretation as a supporting framework to Laughlin's organisational change
framework. The reasons for the adoption of a cultural perspective are:

6
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• the study is conducted on ethnographic traditions and there is a perfect
method-methodological fit between culture and ethnography;
• 'culture' and 'cultural change' is one of the important elements in the models
of Laughlin and Broadbent;
• the context of the thesis is the organisational and cultural change in public
sector agencies prompted by various public sector reforms; and finally
• a cultural approach is regarded as a viable alternative of the existing neoTaylorism approach of public sector reform (Pollitt, 1993).

It is important to point out that this adoption of multiple frameworks is not to
follow the path of 'eclecticism' which means any approach to analysis or research
that mixes theoretically disparate perspectives (Collins Dictionary of Sociology,
1991). The two frameworks applied in this study are in no way theoretically
'disparate'.

Laughlin's 'skeletal' models of organisational changes are associated with
Laughlin's 'middle-range' thinking approach. In proposing the 'middle-range
thinking' approach Laughlin argued that 'skeletal' theoretical models are used to
provide vehicles for articulating, rather than deforming, the nature of reality.
According to Laughlin, a 'middle-range thinking' approach recognises that
'skeletal' theoretical models which can be used to enhance understanding cannot
stand alone from the empirical situation in which they are applied. Middle-range
thinking, therefore, recognises the importance of both 'skeletal' theory and
empirical data.

Laughlin argued that the strength of this approach is that the empirical detail is
used to complement and complete the 'skeletal' theory. The skeletal theory,

Monir Zaman Mir/PhD Thesis/Chapter-1

however, also provides a focus for describing and making sense of the empirical
details. Nevertheless, the theoretical framework is extended and enhanced by the
empirical situation in which it is applied.

Laughlin emphasised the importance of studying accounting in action and provided
a series of 'skeletal' models of organisational change which the researcher could

utilise and develop during the period of study. He felt that there is still much t
uncover to understand fully the dynamic processes at work and these can be
understood better by tracing the pathway which a disturbance takes through an
organisation. For example, various public sector reforms led to significant
organisational change within the Government Department chosen as the 'case' for
this study. These various reform measures could be regarded as 'disturbances' as
mentioned by Laughlin in his skeletal models of organisational change.

The concept of culture, drawn from Geertz's ethnography and anthropology, has
entered the organisational literature as one framework for integrating many
alternative ideas in accounting research, and for bringing the experiential,
interpretive, processual aspects of organisational activity to the foreground of
analysis. Thus, the work of Geertz provides one of the clearest examples of the
influence of hermeneutics on the discipline of anthropology. In the writings of
Geertz we can perceive the influences of the ideas of such figures as Dilthey,
Gadamer, and especially Paul Ricoeur (whom Geertz frequently has cited). Geertz
felt that the ethnographer, whatever else s/he may do in gathering and organising

data about a culture, will ultimately be engaged in a process 'thick description'.
The necessity of thick description, in which the ethnographer is always involved,

stems from the various dimensions of the linguisticality of all cultural phenomena
Geertz recommended the study of cultural phenomena through an engaged
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empirical fieldwork, an ethnography which is not a series of techniques but a

relationship, an attitude. Geertz seeks the enlargement of the universe of human

discourse through an understanding of the meaning of symbol or cluster of symbol

for the people who are using them. He sees, culture as a system of shared symbol
and meanings. Symbolic action needs to be interpreted, read or deciphered in
order to be understood. In his writings Geertz attempted to answer the question
how anthropological knowledge of the way natives think, feel, and perceive is
possible and felt that this issue is not a moral one, rather the issue is
epistemological. The central thrust of what Geertz calls 'interpretive

Anthropology' is to understand institutions and events in their socio-historical
context and from the 'native's point of view'. So, from the point of view of
Geertz's methodological position, along with music, art and literature, social
institutions such as accounting systems, can also be seen as symbolic forms
through which society expresses its collective world views.

Chapter six introduces the Department of Public Works and Services (DPWS) of
the Australian State of New South Wales (NSW). As already mentioned, the
DPWS is the ethnographic field on which the whole study is based. This chapter
describes that, like any other governmental agency, the Public Works Department

(PWD) assumed different shapes and activities from time to time but it was in th

last decade during which it was transformed to a completely different organisati
In line with the commercialisation, it adopted a new set of vision, mission and
values together with a new Charter and a set of goals. Since 1995, with the
creation of the DPWS, the activities of the whole organisation became more

diverse including the dominant activities of Public Works. It is now a large and
complex organisation by any standard. This chapter has given some hints about
the DPWS's transformation from a budget dependent organisation to a
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commercial, output and performance oriented organisation in a short span of time.
M o r e specific organisational, cultural and accounting transitions are discussed in
other analytical chapters.

Chapter seven analyses the organisational transformation process of the DPWS
and the former P W D . The D P W S was created in 1995 through the integration of
the units of Government Supplies and Property Services Group with the N S W
Public W o r k s Department.
DPWS.

Public Works is still the dominant activity of the

So, prior to 1995, the history of the D P W S and its change process is

mainly the changes and history of the P W D . It is shown in this chapter that the
organisational and cultural change in the former P W D was a second order
colonisation change and the empirical evidence supports the view that it is a type
of 'positive' colonisation. The creation of the D P W S in 1995 m a y be regarded as
a first order 'orientation' change.

'Culture' within this change process is treated as a variable to control the chang
process. In line with the implementation of the organisational and operational
change process in the former P W D , attempts were made to bring in the changes in
the organisational culture. Gradually the D P W S itself became a culture with
shared meanings, values and mission towards public sector reforms. Although the
D P W S is n o w an organisation with shared meanings, values, mission etc towards
the public sector reform agenda, the various responsibility centres and business
units of the D P W S interpret such culture differently.

In addition, there are

different cultural interpretations at the actors' level

In this chapter, the

organisational change model of Laughlin is enriched further through incorporating
such cultural fragmentation in the D P W S .

1U

Monir Zaman Mir/PhD Thesis/Chapter-1

Due to these reform processes, accounting activities have become hugely
significant in the DPWS. The previously dominant budget-dependent orientations

were replaced by a new preoccupation with 'efficiency' and 'bottom line' concerns
that is accounting concerns, in the DPWS. Chapter eight describes new
accounting technologies which were introduced in the former PWD and the
various accounting technologies which are now practised in the DPWS. This
chapter also describes the introduction phase of commercial accounting and its
instrumental and non-instrumental roles in the change processes of the DPWS.
The formal practice of commercial accounting technologies in the former PWD

started in 1992 and almost every practice started from scratch. It is not claime

that the existing accounting system in the DPWS is perfect from every aspect, bu
the evidence from the field definitely supports the view that the commercial

accounting technologies facilitated the reform process (thereby the organisation
and cultural change) in the former PWD and in the present DPWS. Evidence from

the field also supports the fact that the achievement of the commercial accounti
technologies in sustaining such changes in the DPWS is quite significant. The
'new' accountings in the DPWS (and in the former PWD) successfully contributed
in maintaining the balance between its interpretive schemes and its design
archetype and other subsystems.

As already been mentioned, along with the former PWD, there were some other
governmental agencies which were integrated with the PWD and the new
Department of Public Works and Services was created in March 1995. It should
be an interesting issue to explore the change processes of those governmental

agencies and in that context questions may be raised as to whether these agencie
followed a similar change path to that taken by the former PWD, and whether
accounting technologies played the same role as they did with the former PWD.
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Chapter nine analyses the change of the NSW State Mail Service (SMS) which
came under the banner of the DPWS in 1995. The SMS is now one of the
important business units of the DPWS. Prior to 1995, the SMS implemented
various organisational and operational changes in response to the
commercialisation and 'user pays' initiatives of the NSW Government. In addition
to the analysis of the changes of the SMS, this chapter also presents comparative
positions of the reform experiences of the former PWD and the SMS.

Chapter ten concludes this study. The reflections gained from the study are
incorporated in this chapter. There are numerous critics (mainly academics) of the
implications of public sector reforms, particularly in English-speaking developed
countries and in a number of Nordic countries. Almost all of them are sceptical
about the outcome of such reforms and naturally are on the 'No' side of the debate
(emphasised in the chapter on literature review and also see for example, Guthrie,
1997, cover page). My reflections on the experience of the Department of Public
Works and Services (DPWS) leads me to the opposite side, ie the 'Yes' side, of
the debate (at least when the debate relates to the agency specific experience). It

was also mentioned in that chapter (literature review) that almost all of the writing
of the practitioners/policy makers are on the 'Yes' side of the debate. It does not
mean that my reflections are on the policy makers' side! The literature and
evaluations of reforms belonging to this latter group are 'context free' and are
considered to be grounded in the 'economic rationalist' view of the reforms. My

reflections considered the social, cultural and colonisation context of the reforms i
the DPWS as well as the qualitative outcome of such reforms.

To conclude, it can be said that, relative to its 'inner budget sector' days, the
DPWS has achieved a marked improvement in commercial performance.

3 0009 03256244 4
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According to NSW Government statistics (From Strength to Strength, 1995) from
1988 to 1994, the real operating costs of Public Works (the PWD) were down by
40%, efficiency was up by 47% in real terms and 99% of the major projects were
completed within budget and on time. These improvements reflect the changed
attitudes, behaviour and thereby culture of the organisation brought about by a
new set of vision, mission and values for the organisation as a whole (to be

emphasised in later chapters). Contrary to the findings of Gregory's (1997) surv
(which showed a marked decline from 1987 to 1995 in the programmatic
commitment of public servants in Canberra and in Wellington), the commitment of

the public servants in the DPWS increased during that period. Certainly it is n

different government agency to what it (ie the former Public Works) was prior t
1988.

Culture change in the DPWS has also contributed to achieving these results.
Change in management style was an also important issue. There are now managers

and professionals who have given up the old ways of bureaucratic thinking and a
now committed to harnessing the creativity and energy of the human resources
within the DPWS and are using that energy towards continued improvement in
service delivery and customer satisfaction. The 'best practice programme' is an
example of such commitment.

The important point to note is that, although it is involved in commercial

operations, it did not give up the social obligations expected of a Governmental
Department. Profit maximisation is not the primary goal but rather satisfying
customers. There is confusion among the members about the commercialisation
status of the DPWS. However this tension between roles does not hamper the real
commercial performance of the DPWS in any way and it is a success story of the
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NSW Government's public sector reform initiatives. The DPWS now regards

itself not only as being a commercial organisation, but also as being in the busin
of delivering quality services to customers in a largely competitive market where

the majority of the department's customers have freedom of choice in their service

provider. The DPWS has aligned its goals with an ethic of best practice in service
delivery and a motto that the needs of the customer should be paramount. The
shift has definitely delivered significant tangible and intangible results to the
government, to the tax payers and to its customers. Nevertheless the DPWS

remains in the unique position of having the legal status of a department of State
and yet operates competitively and commercially. Considering all the experiences
of the former PWD, the State Mail Service and the DPWS overall, it can be said
that there are positive examples of public sector reforms where accounting
technologies can play a very significant role.

CHAPTER TWO
THE BACKGROUND AND THE RATIONALE OF THE STUDY

2.1 INTRODUCTION
All actions normally have meaning/s but those meanings can only be understood in
a context.

Accounting actions are often viewed in very instrumental terms.

However, there is a growing interest in understanding h o w the instruments are
used in particular contexts. It is argued that w e m a y not understand the impacts
and implications of accounting and accounting systems without grounding the
research in a specific context. For example, H o p w o o d (1983,1984,1985a, 1985b)
argued that accounting operates in highly localised and specific contexts and
accounting should be appreciated in the specific contexts in which it operates.
H o p w o o d also (1984) felt that the furtherance of accounting in the public sector
could provide an ideal context in which to ask questions of accounting as it is used
in this sector which can inturn raise questions of a wider organisational, social and
even political nature. H o p w o o d (1984) suggested that the direction of change in
the public sector, from the general to specific, has important implications for those
interested in understanding and directing the practical process of accounting
reform (italic and emphasis are mine) in the public sector. There is a growing
interest in studying accounting in a context but the contextual literature on public
sector accounting and reforms has not grown that m u c h (see for example,
Broadbent and Guthrie, 1992). Considering these arguments, a context to study
accounting in the public sector has been chosen for this thesis and the context is
the public sector reforms in Australia, specifically public sector reforms in the
Australian state of N e w South Wales ( N S W ) .

14
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The primary objective of this chapter is to underline the 'research problematic' for
the study in the context of public sector reform in the Australian state of NSW.

Accordingly, in this chapter a historical, structural and theoretical overview of t
public sector reforms in the Australian State of New South Wales (NSW) will be
provided with an emphasis on accounting 1.

It is now a well known fact that the various levels (the federal, the state and the
local) of the Australian government have introduced 'market discipline' and
'commercial practices' either through commercialisation (the process of
introducing commercial management principles, practices and accountability
regimes); or through corporatisation (use of corporate form for legal, governance,
management, accounting and accountability purposes for public business
activities); or finally through privatisation (the selling of part or all of a
corporatised public sector entity to private capital)^ These changes have
redefined the 'public sector' and have disturbed the cultural orientations and the
perception of those involved in the various public sector organisations in the
developed countries as well as in Australia (Humphrey, 1991; Mayston,
1993;Guthrie and Johnson, 1994). For example, organisations once geared
towards the production of a service are now geared towards profit. These
developments also have given increased standing to costs and to new systems and
symbols of accountability. New accounting visibilities have been created
(Hopwood, 1985a). It is also argued that, like other developed countries who

1

For the purpose of this study, the notion of the five divisions of the term "Australian public
sector accounting' provided by Guthrie, J. (1994a, p.2) is adopted. These five divisions are,
budgeting and estimates, financial management, expenditure and performance measurement,
accountability and reporting, review and auditing.
2
See for example, Guthrie and Johnson, 1994; Broad, 1994; Russel, 1993; Roberts, 1993;
Theophanous, 1992; Broadbent and Guthrie, 1992; Lansdowne, 1992; W a n n a et al., 1992;
M c N a m a r a and Cocks, 1990; Banham, 1990; Walker, 1989; Guthrie, 1989; Wiltshire, 1989;
Taylor, 1989; Shand, 1989c.
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have introduced various reforms, these public sector reform initiatives in Australia
have strong links to public sector accounting practices (Shand, 1994; Guthrie,
1994a; Allan, 1993; McPhee, 1992; Lansdowne, 1992; Shand, 1989a; Walker,
1989 and Shand, 1989b).

The discussion of this chapter is based on the available literature published by
academics and practitioners and in Government official documents. Divergent
views exist about the state of the literature on reform. One view is that
v

administrative reform has emerged as an academic subject' (Ridley, 1982, quoted

in Halligan and Power, 1992) and indeed there is now quite an extensive literature
on the field. Chapman and Greenway (1980, p.9, quoted in Halligan and Power,
1992) on the other hand saw vadministrative reform as one of the underdeveloped
areas of study in public administration'. Halligan and Power (1992, p. 5)
categorised the general administrative reform literature into four categories3.
First, literature concerned with explaining change (see for example, Guthrie and
Johnson, 1994). This literature seeks to explain why change has occurred and
environmental explanations are commonly sought. Second, studies focusing on the
strategies for reform (eg, Russel, 1993; Lansdowne, 1992; Guthrie, 1992b; Shand,
1994; Walker, 1994; Johnson, 1992; Parker and Guthrie, 1990). This literature
seeks to account for the successes and failures of reform initiatives, it isolates
ingredients of reform, and recommends means for improving the reform process.
Third, prescriptive literature (eg, Banham, 1990; Allan, 1993; Guthrie, 1994b),
and fourth, literature exploring the movement in systems and analysing trends that
result from general administrative change (eg, Guthrie and Johnson, 1994;
McNamara and Cocks, 1990; Parker and Guthrie, 1990; Guthrie, 1992b; Walker,

3

Although they referredv general administration' while categorising the literature on reform, this
categorisation could also be linked tox reform literature' on public sector financial management
and accounting.
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1994). Other than this, there is a significant amount of public sector accounting
literature in the Australian context written by practitioners and academics
explaining changes, strategies for changes, and prescribing changes. However,
Guthrie (1994a) argued that majority of this literature has been within the
traditional technical perspective and there is limited contextual literature on the
public sector accounting research. As already mentioned, this study has adopted
public sector reforms in Australia as its context and accordingly the tradition of
'alternative accounting research' will be followed^.

Since the main objective of this thesis is not to study critically the various public
sector reforms of the NSW and corresponding policy issues, this chapter is not an
appropriate place to bring about the debate of the merits and demerits of public
sector reform policies. Therefore, this chapter will only be a descriptive
presentation of the various reform processes of the NSW public sector those have
taken place during the last decade (with emphasis on accounting reforms). In
addition, this chapter will also discuss briefly (again not critically) the historical
structural forces and underlying theoretical thinking that has led to the reform
process in the NSW public sector.

Unless otherwise stated, in this chapter the term "Australian Public Sector' (APS)
will denote all three levels of the government, namely the Federal/Commonwealth
(and hence these terms will be used interchangeably), State and the Local
Governments and the activities of both the budget and non-budget organisations in
the pubic sector. Since the thesis is a case study of a particular NSW Government
Department (the Department of Public Works and Services), the various public

4

Details will be provided in the forthcoming chapters of 'literature searching' and 'methods and
methodology' of this thesis.
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sector reforms of N S W will be emphasised throughout this chapter although
reforms at the Commonwealth level will be needed to be referred from time to

time. This is because, although the executive branches of the Australian states and
Commonwealth have not followed the same pathways to reforms but the public
sector reforms in NSW have influenced the reforms in the Commonwealth as well
as have been influenced by the reforms of the Commonwealth (The NSW
Commission of Audit, 1988, p. 70, Halligan and Power, 1992, p. 111).

The rest of the chapter is organised as follows. Section 2.2 introduces briefly the
structure, classification and stakeholders on the Australian public sector with an
emphasis of the public sector of NSW. Section 2.3 describes the theoretical
underpinning behind the public sector reform initiatives in Australia. Section 2.4
provides a brief background description of the public sector reforms in NSW
together with a chronology of reforms implemented so far in NSW. Section 2.5
introduces the role of accounting in the reform context and develops a host of
research problematic. Section 2.6 introduces the research setting and short lists
the research problematic in the context of the chosen governmental site for the
study.

2.2 THE AUSTRALIAN PUBLIC SECTOR
This section does not so much describe the reforms, but concentrates instead on
describing briefly various aspects of the Australian public sector having a focus
the stale of NSW. First, a brief description on the structure of the Australian
public sector will be provided and then various administrative aspects of the NSW
administration will be provided. After these, some hints will be given about the
stakeholders of this administration. It is necessary to know the stakeholders

because these are the people who are affected by the reform initiatives. In the fin

part of this section the classification of the public sector agencies will be prov
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where it will be shown that the changes within the Australian public sector have

brought about some structural alterations which makes identification aspects of th
public sector somewhat problematic (Guthrie and Johnson, 1994; Broadbent and
Guthrie, 1992). As a result, a precise identification of the public sector is
becoming less easy. The following subsection provides a description of the
structure of the Australian government.

2.2.1 THE STRUCTURE OF THE AUSTRALIAN GOVERNMENT

Australia has, in addition to the Commonwealth government in Canberra, six state
government, two territory governments and more than 800 local governments
(Corbett, 1992). At the Commonwealth level, the government consists of a prime
minister; ministers; parliament made up of two houses, the House of
Representatives and the Senate; departments and numerous statutory authorities,
boards, commissions, etc, and, finally, the High Court, Federal Court, Family Law
Court and other judicial bodies.

State governments are similar. They have a premier, minsters and parliaments
consisting of two houses, except for Queensland which has a single-house
parliament. In the other states the houses of parliament go by such names as
House of Assembly and Legislative Council. The Legislative Council, like the
Senate in Canberra, is termed the upper house, and the House of Assembly, like
the House of Representatives at Canberra, is referred to as the lower house. The

states, like the Commonwealth, have departments and authorities, each specialising
in a particular aspect of the government's work. Like the Commonwealth, the

states also have courts. These include the magistrates' courts, district and count
courts, special courts and the Supreme Courts, one in each state.
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Prime Ministers and the Premiers, together with most of the ministers, including
some of the most important ministers such as the Treasurer, sit in (ie. are members
of) the lower house, and it is there that the most important policy statements are
made, such as the Treasurer's annual budget speech. Upper houses in Australia,
however, are by no means rubber stamps. They can throw out pieces of proposed
legislation which the government of the day is keen to have passed. Governments
normally have majority support in the lower house, but quite often lack a majority
in the upper house, so there is sometimes tension and drama in the relations
between the houses, and governments must bargain and compromise in order to
get their policies enacted into law.

Local governments are not quite like the governments of the Commonwealth or
the states. In each state, the local governments are created and controlled by state
laws, and each state has exercised this power in different ways. The result is that
Australia has a great variety of local government forms. Like the Commonwealth
and the states, local governments (except the very small ones) have departments
each of which specialise in particular aspects of the local government's work, such
as roads, parks and recreation, planning and building regulations, libraries,
community centres, welfare services, etc. Above the departmental level, however,
the structure of local government authorities differs markedly from the structure of
the other two levels. There is a council, consisting of part-time, unpaid members,
and there are no ministers. Local governments are not "sovereign', unlike the other
two levels, in that what they can do depends on what their state allows them to do.
Management at the local government level involves managing the services
provided and the controls exercised within the boundaries of each local
government area, but also taking part in managing the services and controls that
are required for a metropolitan region as a whole, some of which are financed
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and/or governed by the state (Corbett, 1992).

Within such a governmental

framework, the following section provides a brief description the administration of
the State of N S W .

2.2.2 THE NEW SOUTH WALES ADMINISTRATION

The N S W Government administration is the oldest public administration in
Australia, second in size only to the Commonwealth administration (Alaba, 1994).
The N S W government administration is a total system of ministerial departments
and most of the public authorities established by special statute. S o m e departments
and agencies (in various guises) date back over a century; their origins precede the
granting of self-government to what w a s the colony of N S W . These departments
and agencies take a wide variety of organisational forms, and their relationships,
both legal and informal, to the Ministers responsible for them likewise vary greatly.
The relationship between the various components that make up the N S W
government is illustrated in Figure 2.1.

As shown in this figure, within this structure, the Executive Council is presided
over by the Governor and the Cabinet is presided over by the Premier. While the
above figure sets out the formal relationship, the real power structure is somewhat
different. T h e Premier is the main playmaker and while ever he or she retains the
confidence of colleagues in the ministry and party the Premier's will prevails.
However, the Governor has an ultimate power to dismiss the government. T h e
N S W Governor has exercised this power once this century against the wish of the
government (Nicholls, 1991).

The NSW government performs an extraordinary array of tasks as a single
institution (Wilenski, 1982). It develops and maintains very large systems and
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enterprises in areas as diverse as education, health, public transport, utilities,
harbours, housing, community services, police and water resources.

It is

responsible for activities as complex and different as economic development of the
State, industrial relations, planning of cities, consumer protection, and health and
safety of workers. It is clear that the activities of the State government directly
touch the everyday lives of the citizens in many ways - even more so than do the
activities of the federal government.

Figure 2.1
Formal Relationship Between Components of Government
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(Source: Nicholls, 1991, p.44)

In N S W the main provisions for managing the government's finances are contained
in three pieces of legislation - the Constitution Act, the Public Finance and Audit
Act and the Public Authorities (Financial Arrangements) Act. Other legislation
authorises specific types of revenue to be raised and expenditure to be incurred,
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such as legislation establishing the State Rail Authority which empowers it to
charge fares and to apply the revenue raised to meet expenditures incurred in the
provision of the service. The N S W constitution establishes the main government
fund, the Consolidated Fund. From this fund, the costs of the traditional services
of government (education and health service) are met. Its main revenues are taxes
and Commonwealth grants. It should be noted that the commonwealth, through
provisions of the Australian Constitution and the High Court's interpretation of its
provisions, m a y limit the state's exercise of its financial power to tax, spend and
borrow.

R.S. Parker (quoted in Halligan and Power, 1992, p. 114) observed that, of all the
states of Australia, N S W w a s the one whose government most closely resembled
that of the Commonwealth. Halligan and Power (1992) argued that it w a s the
N S W state government which came nearest to the Westminister model, and its
central agencies had traditionally been most powerful. They (ibid.) further argued
that part of this similarity m a y be attributed to its sheer size, which rivals that of
some nearby nation states (such as N e w Zealand). A s mentioned in previous
paragraphs, N S W also derives from the colonial experience, which bestowed upon
the early officials a great deal of knowledge of the governance of a substantial
population. Halligan and Power (1992) argued that in contrast with the genteel
progressiveness of South Australia, politics in N S W have always been
characterised by a tough-minded concern with the distribution of material benefits,
especially in the parliamentary 'bear-pit'. T h e following section describes the
stakeholders of the public sector management.
2.2.3 STAKEHOLDERS OF THE AUSTRALIAN PUBLIC SECTOR M A N A G E R S

The public sector managers are expected to acknowledge the legitimacy of certain
claims by the stakeholders for information, consultation or consideration of one
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Caulley (1992) argued that different stakeholders will have

different claims, concerns, issues, questions and perceived problems in relation to a
public sector agency's programme and this will reflect their different values and
views or constructions of the programme. Caulley (ibid) called it >alue pluralism'
among the stakeholders and the acknowledgment of value pluralism among the
stakeholders means that a single programme will have many different notions of
worth and many different values to judge them.

Stakeholders may include : (i) individual public; (ii) organised or unorganised
groups; (iii) individuals and groups who are mostly from outside but may include

some very important ones on the inside as well (Davis et al., 1988); (iv) in addition
to concerned and interested stakeholders, there are stakeholders who are apathetic,
unaware of their interest or not even born yet; and (v) pressure groups^. The
relationship between public sector managers and their stakeholders is complex. It
includes not only responding to stakeholders' demands but also identifying some
stakeholders who make no demands, and then responding to them.

Public sector accountability also has something to do with the stakeholders (Scott,
1980; Pitt and Smith, 1981). For example, Lewis (1995) defined accountability in
terms of strong and weak forms. The strong from of accountability is provided to
parliament, public accounts committees, estimates committees, auditors-general,
bondholders, creditors and credit rating agencies, while the weak form is provided
to a wider range of stakeholders including taxpayers, employees, unions,

consumers of services, special interest groups, political analysts, the media and the

5

"Pressure group'/" interest group' are the terms commonly used to describe people who make
claims on a government or one of its departments or authorities (see Scott, 1980; Davis et al.,
1988). Corbett (1992) preferred the term "stakeholder' on the grounds that 'groups' are plural
and organised, whereas stakeholders (though they include groups) may be individual and
unorganised.
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Again, public sector accounting has got something to do with this

accountability as accounting as a major output of accountability is used to report
performance of a public sector agency (Wanna et al. 1992).

In the previous sections the various aspect of the Australian and NSW public
sector are discussed. In the process of discussion it is shown that a clear definition
and identification of public sector have become somewhat difficult with the
introduction of various public sector reforms. Within such a reform context public
sector can be identified using various frameworks of which only a few are
described in this chapter. T h e next section describes the classification of public
sector agencies in Australia. T h e next section explores the underlying theoretical
rational for the public sector reforms in Australia.

2.2.4 CLASSIFICATION OF PUBLIC SECTOR AGENCIES

Nicholls (1991) presented a classification of public sector agencies in Australia in
two ways: (1) Classification according to the relationship with the budget, and (2)
Classification on the basis of financial and marketing status of the agencies.
According to category (1) classification, the agencies are classified into inner
budget sector, outer budget sector and non-budget sector (Nicholls, 1991)".
Figure 2.2 shows the classification of governmental agencies under this category.

Inner budget sector bodies are funded mainly from the Consolidated Fund and
include all departments and certain statutory bodies. These agencies are subject to
Ministerial direction, the Public Finance and Audit Act 1983 and audit by the

6

Actually, the classification provided by Nicholls is general classification and should not be
considered as a standard classification. For example, The N S W Governmental publication such
as 'From Strength to Strength - A Stocktake of the First Six Years of G T E Reform in N S W
(1994) classified government agencies under the categories of either 'budget sector' or 'nonbudget sector'.
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Auditor-General. Annual Reports (Departments) Act 1985 applies. Outer budget
sector bodies include certain statutory bodies (eg State Rail Authority). These
bodies are funded mainly from their own charges, capital works funded from

borrowing and internal funds. These bodies are subject to Ministerial direction,
Public Finance Audit Act, 1983 and audit by the Auditor-General. Annual Reports

(Statutory Bodies) Act, 1984 applies and commercial type accounts (accrual basis
prepared.

Figure 2.2
Classification of Governmental Agencies According to the Relationship with
the Budget
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(Source: Nicholls, 1991, p. 56)

Non-budget sector bodies include Universities, Colleges of Advanced Education,
Marketing Authorities, State Bank and Government Insurance Office. Some

authorities in this group are not subject to Ministerial direction, but subject t
Public Finance and Audit Act, 1983 and audit by the Auditor-General The Annual
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Reports (Statutory Bodies) Act, 1984 applies and commercial type accounts are
generally prepared. Recurrent services and capital works not funded from state
government sources (from own revenues or provided by Commonwealth grants,
etc.).

The second category of classification is a direct outcome of the public sector
reform initiatives in NSW. Under this category of classification, the public sector
organisations are categorised according to their dependence on the public purse (ie

financial status) and on their level of competition with the private sector (ie mar

status). On these two criteria every public sector organisation in NSW is classified
into one of six categories, and is subject to the financial and management controls
which apply to that category. The six categories of government organisation
which have been established according to financial and market status are shown in
Table 2.1.

The classification based on the relationship with budget can be neatly
superimposed on the classification system based on financial and market status.
'Government Services' belong to the 'inner budget' sector (ie they depend on more
than half of their operating income on the Consolidated Fund or other tax based
sources). 'Semi Commercial', 'Commercial Service' and 'Commercial Business'
belong to the 'outer budget' sector (ie they earn most of their operating income
from user charges). 'Commercial Enterprise' belongs to the 'non budget sector'
(ie agencies in this category attempt to maximise profits in a highly competitive
market).

Nicholls (1991) argued that the philosophy behind the NSW's system of
classification is to distinguish the commercial from the social functions of
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government. In the case of organisations engaged in social activities continuing
government control is complemented with streamlined and clarified with
managerial responsibility. In the case of commercial activity organisations, it
means greater autonomy from government controls but with increased
management accountability. The extent and number of controls is greatest for
government service organisations which are living off the taxpayer and subject to
no price competition. At the other end of the scale, controls on commercial

enterprises are limited because they are financially independent and subject to th
disciplines of the market place.

Table 2.1
Classification of Governmental Agencies on the Basis of Financial and
M a r k e t Status

A

Government Service/
Public Service

B.

Semi Commercial Service/
Community Service

C.

Semi Commercial Business/
Community Business

D.

Commercial Service

E.

Commercial Business

F.

Commercial Enterprise

Heavily subsidised, monopolistic bodies such
as the Department of Mineral Resources and
central agencies such as the Treasury
Partly subsidised, monopolistic bodies such as
the Registry of Births, Deaths and Marriages,
Broken Hill Water Board.
Partly subsidised, semi competitive bodies,
such as the State Rail Authority, State Transit
Authority and H o m e Care Service.
Self sufficient, monopolistic bodies such as the
Sydney Water Board and the Maritime
Services Board.
Self sufficient, semi competitive bodies such as
the Totalisator Agency Board, County
Councils or the T A B
Self sufficient, fully competitive bodies such as
the Government Insurance Office and State
Bank.

(Sources: S C G T E , 1988, p.3; N S W Government, 1989, p. 3; Nicholls, 1991, p. 57)

Actually, classification under this category has made the identification of a public
sector agency 'public' difficult. Because some of the public sector agencies are
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characterised in such a w a y under this classification that they look like private
sector bodies.

In the previous sections the various aspects of the Australian public sector is brief
introduced. It is n o w time to discuss the context, that is the various public sector
reform initiatives implemented in N S W . But, before listing the various reforms in
N S W w e need to k n o w the theoretical underpinning which led to the policy makers
to think about such reforms. The next section explores the underlying theoretical
rational for the public sector reforms in Australia and in N S W .

2.3 THE THEORETICAL UNDERPINNINGS OF PUBLIC SECTOR
REFORM AGENDAS
T h e reform agendas of contemporary governments in developed nations around the
world have tended to focus o n fundamentally similar issues. These relate to size,
structure and functions of government; cost efficiency of resources; the
politicisation of government administration; the creation of effective policy and
planning frameworks; political control of the bureaucracy; the balance of power
between the institutions of government; public participation rights; intrabureaucratic behaviour; and public accountability. Reform inquiries in Australia
shared this c o m m o n view. Most of the reform initiatives in Australia addressed in
s o m e w a y the nature of ministerial and departmental relationships; the
representativeness of the public service; staffing mobility; community consultation
and participation in policy making; planning and policy research; central agency
control; management

devolution; decentralisation; and the proliferation of

administrative structures (Alaba, 1994; Codd, 1991; Boston, 1991; Labour
Research Centre, 1990).

T h e similarity of issues that have appeared and

reappeared o n administrative reform agendas in different political and historical
contexts makes it possible to assert that there is a universality in the issues that
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arise under the rubric of administrative reform. Although the concept is universal,
its diverse contexts lead to diverse perspectives which preclude a common
theoretical approach and hence the public sector reforms need to be viewed from a
variety of perspectives rather than in terms of a fixed framework. To understand
why the public sectors in various parts of the world underwent various types of
reforms from time to time, in this section the various theories which have
influenced the nature and course public sector reforms globally and particularly the
Australian public sector reforms are explored briefly. These are the public choice
theory, agency theory, transaction-cost analysis, managerialism and the new public
management, neo-classical economic theory, and the contestable market theory.
These are discussed below.

2.3.1 PUBLIC CHOICE THEORY

The central tenet of the public choice approach (also referred as social choice
theory, rational choice theory, the economics of politics, and the Virginia School)
is that all human behaviour is dominated by self-interest and individuals are rational
utility maximisers (Edwards et al., 1995; Boston et al, 1991). Hence, just as
businesses supposedly seek to maximise their profits, government officials are
believed to maximise their departmental budgets and politicians seek to maximise
their votes. Any suggestion that politicians are significantly concerned with
societal well-being or the common good, or that they and their advisers are guided
by fundamental ethical precepts, is generally dismissed under this approach.
Broadly speaking, it aims to minimise the role of the state, limit the discretionary
power of politicians, reduce public monopolies to a minimum, curb the functions
government agencies, and maximise liberty. Public choice theorists argue that
because departments have a vested interest in their o w n survival, they should not
both advise their political masters and implement policy.
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Public choice theory with its emphasis on budget maximising behaviour by
bureaucrats and producers has influenced the public sector reform initiatives in
Australia. T h e assumptions underpinning public choice theory has contributed to
the decisions of various governments in Australia such as to giving greater
autonomy to many governmental agencies (eg Department of Public Works and
Services in N S W ) .

2.3.2 AGENCY THEORY

Agency theory rests on the notion that social and political life can be understood as
a series of 'contracts' (or agreed relationships) in which one party, referred to as
the principal, enters into exchanges with another party, referred to as the agent. In
accordance with such contracts, the agent undertakes to perform various tasks on
behalf of the principal and in exchange the principal agrees to reward the agent.
Initially, agency theory w a s applied primarily to the problem of the separation of
ownership and controls in firms, but now-a-days it is recognised that agency
problems are a central feature of social, economic, and political life (Boston et aL
1991). For example, in the political realm, voters might be regarded as principals
w h o contract with politicians (their agents) w h o then undertake a range of tasks
and activities on their behalf. Agency theory, like public choice theory and most
economic theory, assumes that individuals are rational utility maximisers.

Agency theory has had a significant bearing upon corporatisation and privatisation
programmes in Australia (Beringer et al, 1986). It also has contributed to some of
the service provisions in the Australian public sector such as the establishment of
the Senior Executive Service (SES) and short-term employment contracts for the
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people; the introduction of performance agreements and monitoring

arrangements etc.
2.3.3 T R A N S A C T I O N - C O S T A N A L Y S I S

A s with public choice theory and agency theory, transaction-cost analysis assumes
that individuals are essentially self-interested. Unlike agency theory, however, it
recognises the importance of authority relations and takes seriously a range of
structural and sociological variables often ignored by economic-based theories.
Transaction-cost analysis provides an important adjunct to agency theory and
another set of tools and insights for exploring not merely the operations of firms,
but also the nature, structure, and activities of bureaucracies. It is particularly
useful for evaluating the efficiency of alternative governance structures or
institutional arrangements (Boston et al., 1991). For example, considering w h e n it
is more efficient for the government to provide services directly rather than
contracting them out to private sector providers.

In Australia, perhaps the transaction-cost framework influenced the interest in
various forms of 'contracting out' by m a n y public sector agencies (Stockdale,
1995; Lambert, 1995; Domberger, 1995 and Rosen, 1995).

2.3.4 MANAGERIALISM AND THE NEW PUBLIC MANAGEMENT

In addition to public choice theory, agency theory, and transaction-cost analysis,
the public sector reform programme in Australia has been influenced by a closely
related set of ideas variously referred to as corporate management, the n e w
managerialism, and the managerialist revolution (Paterson, 1990; Parker and
Guthrie, 1991, 1993; Yeatman, 1990; Halligan and Power, 1992; Guthrie, 1993;
Forster, 1993; Guthrie and Johonson, 1994; Alaba, 1994; Chua, 1995; Hughes,
1995 and Guthrie and Humphrey, 1996).

Driven primarily by practitioners,
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managerialism has had a significant influence o n public administration in many
liberal democracies, particularly Britain, Canada, Australia and New Zealand. Its
slogans include the now familiar 'Let the Managers Manage' and 'Managing for
Results'.

During the past decade or so, the ideas of the older managerialist tradition have
received new life and have been influenced in various ways by public choice theory
and the new institutional economics. The resulting convergence of intellectual
currents has produced what Hood (1995) has referred to as the 'New Public
Management' (NPM). Hood (ibid.) identified seven dimensions of change with
possible accounting implications associated with the public sector reforms which
are summarised below in Table 2.2.7

Table 2.2
Doctrinal C o m p o n e n t s of N e w Public M a n a g e m e n t

No.

Doctrine

Typical
justification

Replaces

Operational
significance

Belief in
uniform and
inclusive P S to
avoid underlaps
and overlaps in
accountability

Erosion of
Single
service
employment; arms
length
dealings;
developed
budgets

Some
possible
accounting
implications

Public Sector (PS) Distinctiveness

1.

7

Unbundling
of the P S
into
corporatised
units
organised by
product

M a k e units
manageable;
and focus
blame; split
provision and
production to
create antiwaste lobby

M o r e cost
centre units

Hood's identification is based on the reforms those took place or are taking place in the O E C D
member countries.
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2.

More
contract
based
competitive
provision,
with internal
markets and
term
contracts

Rivalry as the
key to lower
costs and
better
standards;
contracts as
the key to
explicating
performance
standards

Unspecified
employment
contracts, open
ended
provision,
linking of
purchase,
provision,
production, to
cut transaction
cost

Distinction
of primary
and
secondary
public
service
labour force

3.

Stress on
private
sector styles
of
management
practice

Need to apply
proven private
sector
management
tools in the
public sector

Stress o n P S
ethicfixedpay
and hiring
rules, model
employer
orientation
centralised
personnel
structure, jobs
for life

4.

M o r e stress
on discipline
and frugality
in resource
use

Need to cut
direct costs,
raise labour
discipline, do
more with less

Stable base
budget and
establishment
norms,
minimum
standards,
union vetoes

M o v e from
double
imbalance
P S pay,
career
service,
unmonetised
rewards
"due
process"
employee
entitlements
Less
primary
employment
, less job
security,
less
producerfriendly
style

M o r e stress
on identifying
costs and
understandin
gcost
structures; so
cost data
become
commercially
confidential
and
cooperative
behaviour
becomes
costly
Private sector
accounting
norms

M o r e stress
on the
bottom line
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Rules vs Discretion

5.

More
emphasis on
visible
hands-on top
management

Accountability
requires clear
assignment of
responsibility
not diffusion
of power

Paramount
stress on
policy skills
and rules, not
active
management

More
freedom to
manage by
discretionary
power

6.

Explicit
formal
measurable
standards
and
measures of
performance
and success
Greater
emphasis o n
output
controls

Accountability
means clearly
stated aims;
efficiency
needs hard
look at goals

Qualitative
and implicit
standards and
norms

Erosion of
selfmanagement
by
professionals

Need for
greater stress
on results

Stress on
procedure and
control by
collaboration

Resources
and pay
based on
perfor-mance

7.

(Source: Hood, 1995, p. 96)

Fewer general
procedural
constraints on
handling of
contracts,
cash, staff;
coupled with
more use of
financial data
for
management
accountability
Performance
indicators and
audit

M o v e away
from detailed
accounting for
particular
activities
towards
broader cost
centre
accounting;
m a y involve
blurring of
funds for pay
and for
activity
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These doctrines of new public management link to recurrent debates about h o w
public administration should be conducted.

H o o d (1995) argued that these

doctrines also have profound implications for h o w public sector accounting is
conceived, in the sense of what records are kept, h o w are they used, and what is
costed and measured.

2.3.5 THE NEO-CLASSICAL ECONOMIC SCHOOL

Guthrie and Johnson (1994) argued that this adoption of commercialisation within
public sector institutions at all levels of government in Australia is led by the theory
of markets and the dominant paradigm is the model of neo-classical school (NCS).
According to them the application of N C S theory to the public sector encompasses
three main dimensions - the application of theories of production (supply), of price
determination (exchange), and consumer choice (demand).

In Australia, the

Commonwealth's Financial Management Improvement Programme (FMIP) and
similar programmes at the state level introduced technologies to create conditions
capable of establishing the supply side dimension of the N C S theory.

These

technologies include creating the capacity of public sector producers to k n o w their
real costs of providing goods or services and the capacity to make discrete
decisions about them to achieve productive efficiency. According to Guthrie and
Johnson, major elements of the F M I P include: accounting reforms (introducing cost
and profit centres), changing accounting methods (moving cash to accrual
accounting), introducing decentralised decision making (responsibility centres), the
separation of policy and service delivery functions, contracting out, and identifying
the capital value of organisations to identify the costs and potential returns.

The second dimension is the determination which provides a bridge between
producer and the consumer. According to Guthrie and Johnson (ibid.), the reforms
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necessary to m a k e a competitive market system work, require the establishment of
prices that reflect the same costs in both the public and private sector (deregulation)
and the establishment of several competing institutions operating in the same
regulatory environment (with special price and regulatory arrangements for noncompetitive markets to ensure this). It also means that ensuring consumers are
available, willing and able to pay. T o create the institutions capable of undertaking
market functions requires reforms that include: appropriate capital costing
technologies (that, include current cost and accrual accounting), discrete functional
enterprise focus, reduction of regulatory frameworks; establishing a 'whole' cost
(single) line, the shedding or transfer of community service obligations (CSOs) to
central funding; and the introduction of user pays for consumers. According to
Guthrie and Johnson, the third dimension, consumer choice, suggests consumers
must have a choice and the information to exercise flexibility in their choice.
Reforms to achieve this include: the introduction of inter-agency bidding for work
inside the public sector, the introduction of the notion of user pays, a switch from
in-kind goods and services to cash transfers, and provision of choice to service
users by the established of "competitive'firms(eg Telecom and Optus).

The neo-classical theoretical links to public sector reform are not beyond criticism.
Dixon and K o u z m i n (1994) argued that economic efficiency obviously appeals to
many managers and non-managers but the obsession with over efficiency is highly
ideological and not in any w a y self-evident for the following reasons:first,the
obsession focuses o n means and obscures ends. Second, the focus on economic
efficiency looks only towards the costs of operations, encompassing the question of
input reduction rather than legitimately encompassing innovation; including those
innovations that might actually lessen managerial prerogatives. Third, the link
axiomalically m a d e

between

efficiency and competition is not empirically
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challenged. They further argued that perfect competition has virtually nothing to
say about the organisation of production. In the competitive model, there can be
no scope for supervision and discipline. For any recognition of their importance as
motivating forces behind the establishment of centralised production is tantamount
to an admission of fundamental violations of the assumption of perfect competition.
Dixon and Kouzmin (ibid, p. 57) termed this neo-classical theory ^organisationally
illiterate'. However, Dixon and Kouzmin claimed that the market-versus-the-state
controversy is seriously flawed, ignores the fact of the growing differentiation and
interaction of the various spheres of society.

Dixon and Kouzmin expressed

concern about the contemporary theories about the public sector and argued that
they (the theories) do not account enough for the complexities and problems of the
public sector.

2.3.6 CONTESTABLE MARKET THEORY

This theory has been described as one of the key economic ideas influencing most
of public policy towards the public sector of the economy since the revolution
initiated by the Thatcher governments in the U K since 1979 onwards (Lapsley and
Pettigrew, 1994). The essence of contestable market theory is that the efficiency
of a given industry or service might best be achieved by the threat of potential
entrants into that market.

Within the Australian public sector, there is clear

evidence of the influence of this theory, particularly in its influence on the
widespread adoption of compulsory competitive tendering (CCT) and its relabelling as 'market testing', in which public sector bodies are obliged to compete
for contracts for services which were previously regarded as integral internal
components of the organisation.
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The merits of these approaches to understand and explain public sector reforms
have been vigorously contested (for example, Broadbent et aL, 1996, on agency
theory). A s the objective of this thesis is not to analyse critically the policy issues
relating to the merits and demerits of the public sector reforms, details and
limitations of these approaches are not brought into discussion in this chapter. O f
course, m a n y other ideas, theories, values and considerations have also contributed
to the reform process of the Australian public sector. Nevertheless, the impact of
the theories and approaches presented here has been considerable in reforming the
public sector in Australia. These reforms are presented in the following section.

2.4 THE PUBLIC SECTOR REFORMS IN NSW
A n extract of Stocktake Report ( N S W Government, 1994) produced by the N S W
Premier's Department are presented below in Figure 2.3, which shows the need for
public sector reforms in N S W with specific reference to the Government Trading
Enterprises (GTEs).

There are two other interesting examples of inefficiencies given in the same report,
ie it took 26 years by the State rail authority to close the tram workshop after
trams stopped operations in Sydney in 1961; and a state rail authority employee
costing $30,000 a year, collected of a mere $700 worth tickets in a N S W town.
These are some of the examples of state wide gross inefficiencies those existed
before the reform process started in N S W .

Although there are critiques mentioning that social concerns are subordinated to
economic priorities in the n a m e of public sector reforms in Australia and other
English speaking developed countries (For example, Broadbent and Guthrie, 1992;
Parker and Guthrie, 1993; Edwards et aL, 1995; Laughlin and Broadbent, 1995;
Lawrence, 1997), it is also fact that these inefficiencies have to be paid for, either
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through high user charges or by taxpayer subsidies. Either way, they have made
every NSW business less competitive, led to poor economic growth, and made life
more expensive for every NSW household (NSW Government, 1994; JCPA
Report 336,1995).

Figure 2.3
T h e Need For Reform
la 1988 the State Rail Authority was losing $3 mfliicaa a day. It had liabilities of $6 biUto
Without restructuring the debt w a s expected to rise io'$30bilbon by 1999. Eventually, the
UatD service itself would have beea at m k .
Question
H o w many trades people did it take to remove the outboard motor from a Maritime
Service Board patrol boat?
Answer
Seven. Most Boat Owners do it single handed
Eleom had $1feiiltonmaccumulated losses up to 1987-8S, a negative rate of return la that

;pat:a^:p;ol|^ia:d^(

,

Question
There were 26 people on the State Rail Authority's payroll as train crew in Narrandera.
H o w many trains went through Narrandera?
Answer
None!!
Question
H o w m a y people did it take to change a light bulb in a N S W power station workshop?
Answer
Five. (1. A n electrical fitter at the top of a crane; 2. the fitter's mate passing the things to
fitter; 3. the cran driver; 4. a rigger giving direction to electrician and driver; 5. the
rigger's mate asrigger'sback-up.

(Source: A Stocktake of the First Six Years of Government Trading Enterprise
Reform in N e w South Wales, N S W Government, 1994).

So, with the growing failure of macroeconornic policy settings to produce the

desired growth in Australia's standard of living, there has been increasing att
within Australia, and indeed most other western economies, to meeting those
growth objectives through greater reliance on microeconomic reform (NSW
Budget Paper, 1990-91). Microeconomic reform refers to changes in the way
goods and services are produced with a view to making the economy more
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productive. The N S W Government's approach to microeconomic reform has been
based on instilling a more commercial and competitive approach in the delivery of
state public sector goods and services ( N S W Budget Paper, 1991-92).

This

process is ongoing and affects all N S W Government agencies.

It is argued that before most of the other colonies had begun to be settled, NSW
had already been through two reviews of its machinery of government - in 1882
and 1825 (McMartin, 1983, quoted in Halligan and Power, 1992).

So, this

argument is an indication that the reforms initiatives of the public sector in N S W
has a history as old as the history of the establishment of the colony of N S W . But,
the context of the thesis is the public sector reforms in N S W during the seventies
and afterwards^. Hence, the various public sector reforms implemented in N S W
during these periods will be emphasised in this section.

Major reforms bringing a revolution in public sector management in NSW
commenced in the late 1970s (Nicholls, 1991). The catalyst for the changes were
the Wilenski reports ('Review of N e w South Wales Government Administration:
Direction for Change - Interim Report, 1977' and 'Review of N e w South Wales
Government Administration: Further Report - Unfinished Agenda, 1982) and the
report of the N e w South Wales Commission of Audit.

In May 1976, the political history of NSW passed a turning point when Neville
W r a n led the N S W Labor party into government after more than a decade of rule
by the Liberal-Country Party Coalition. In the election campaign, W r a n portrayed
the Coalition Government as insensitive to issues of social justice and guilty of

8

In the state financial management area, in fact, from the 1930s to the 1970s there were no
major changes in budget presentation or financial reporting in the public accounts (Scullion,
1990).
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managing resources poorly. W r a n promised a range of what w a s then radical
social and legal reform. Wran said,

A Labor Government would reform the NSW administration
because there is overlapping of government functions, there is
inefficiency, there is waste, there is irresponsibility in public
administration, there is confusion of priorities. (Wran, 1976, quoted
inAlaba, 1994, p. 19)

In comparison with the election speech of the then Premier Eric Willis, the Wran
speech was reformist and visionary. Once in office, the Labor Party immediately
began to act on many of its promised reforms. In this context of political
commitment to reform the Labor Government, in January 1977 commissioned
Professor Peter Wilenski to inquire into and report upon improvements in the
machinery of Government and State Government Administration and to advise on
the implementation of such improvements. The commissioning of Wilenski for
such an inquiry established a new era of administrative reform in NSW. The
essence of Wilenski's contribution has been to expand the intellectual frontiers of
Australian public administration by articulating an administrative reform agenda
that was to have an influence on every public service organisation in Australia.

However, since the foremost objective of the reform process under the Wran

administration was still to maintain the position of the premier and his department,
reform proposals which threatened this objective were not seriously entertained
and the pace of reform was modest. Although New South Wales had been the first
state to show interest in managerial notions in public sector management under the
Liberal government of the mid-1970s, under Wran, managerialism never received
the political and central support that was necessary for it to have the impact that
had on other state public services.

43

Monir Zaman Mir/PhD Thesis/Chapter-2

Following the 1988 election, Nick Greiner came in to power. During the campaign
for the 1988 State Election, Greiner had promised to run the government in the
interests of its consumers and its owners, rather than the politicians and
bureaucrats. Greiner's Liberal government's approach to administrative change
was comprehensive, systematic and speedy. The priorities differed from Labor's
because of the high profile accorded to efficiency (often economy) and results.
The Greiner government confirmed the supremacy of the political executive and
pursued more systematically than W r a n a highly managerialist approach to reform
the public sector.

Greiner declared that the government 'came to office with the clear philosophy of
running N e w South Wales like an efficient and effective business in the interest of
its shareholders, the people of the State, ( N S W Government, 1979, quoted in
Halligan and Power, 1992, p. 119). It means running government in the interests
of its consumers and its owners, rather than the politicians and bureaucrats. The
premier elsewhere asserted that 'The main focus of our reform program has been
to lift the performance of the public sector to deliver the essential services in a
more efficient and cost-effective manner' (Greiner, 1989, quoted in Halligan and
Power, ibid., p. 119).

So, with the election of the Greiner government, public administration in NSW
entered an interesting period of development (Moore, 1989; Halligan and Power,
1992). Changes in the N S W administration which are taking place n o w are a result
of initiatives taken by the present N S W government, but m a n y have sprung directly
from M r Greiner's vision of ' N e w South Wales Incorporated' (Greiner, 1990).
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In line with the overall public sector reforms of the Australian public sector (APS Federal), the reforms of N S W also fall under the following classification scheme
(mentioned in the J C P A Report 338, 1995):

Structural Reforms
1. Changes in the machinery of government (the structure of the A P S agencies
has changed to reflect the composition of the government.
2. Organisational reform (agencies' structures have been reorganised to belter
reflect programs and office arrangement and have incorporated flatter structures).
3. Devolution (financial and personnel decision-making capacity has been
transferred from higher levels to lower levels).
4. Decentralisation (functions or tasks have been redistributed from central units
tomore dispersed units).

Industrial Reforms
5. Formal consultative mechanisms (agencies have introduced organised
arrangements for consultation with staff and unions).
6. Permanent part-time work (agencies have introduced arrangements providing
part-time work opportunities).
7. Streamlining of classifications (award structures have been reorganised to
reflect modern, competitive requirements).

Human Resource Management Reforms
8. Performance appraisal (agencies have introduced systems for the evaluation of
staff skills and work).
9. Equal employment opportunity (agencies have introduced programs to
eliminate employment discrimination against people in target groups).
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10. Occupational health a n d safety (agencies ensure that the workplace is
healthy and safe).
11. Career planning (agencies have introduced strategies to help staff achieve
desired levels of professional achievement).

Financial Management and Budgeting Reforms
12. Forward estimates (in the absence of further decisions, allocations to agencies
result from their published three year financial estimate of operational resource
requirements).
13. R u n n i n g costs (agencies receive a single allocation covering salaries and
administrative expenses [current cost] for delivery of the government programs
and services for which they are responsible).
14. Efficiency dividend (agencies are required to achieve general efficiency
improvements to cover an annual decrease in the funds allocated to them.
15. Resource agreements (agreements can be m a d e between agencies and Finance
for the provision of resources, usually over an extended period, in return for
specific action to increase efficiency and effectiveness).
16. P r o g r a m m e m a n a g e m e n t and budgeting (agencies' budgets are prepared on
a programme basis with a process which focuses o n assessment of program
effectiveness [and efficiency] against defined objectives rather than solely
controlling resource inputs).
17. Portfolio budgeting (responsibility is placed o n portfolios to manage their
programme activities within an approved target level of resources; this often
requires some reductions in resources but allows flexibility for minor n e w policy
and for other changes in the deployment of resources within portfolios)
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Commercial Reforms
18. User charging (agencies are able to employ the user pays principle by which
users rather than the central budget are expected to bear all or part of the cost of a
particular activity).
19. Contracting (agencies can contract out activities to the private sector or other
agencies, or contract in by undertaking work for others).
20. Accrual accounting (revenues and expenses are presented for the period to
which they relate).
21. Corporatisation (corporatisations and government business enterprises have
been created).

Planning and Reporting Reforms
22. Corporate plans (agencies' plans n o w include goal statements).
23. Program

performance statements (agencies identify descriptions and

objectives for programs and established efficiency/effectiveness performance
indicators to enable the minister to report to parliament).
24. Evaluations (agencies n o w have a formal policy and cycle for evaluating
performance of all programmes and for taking account of findings).
25. M a n a g e m e n t information systems (agencies n o w have introduced a system
which provides relevant and timely information, meets the needs of work areas and
can be used to monitor results and resource use)
26. Annual reports (agencies n o w report on the activities undertaken to meet
programme objectives).

Alaba (1994) categorised these reforms in NSW into three groups:
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(I) T h e political reform agenda. The concept of 'political reform agenda' refers
to administrative reforms that are directed toward changing relationships
between government and bureaucracy. Within the political reform agenda, the
Public Service Act 1979 provided a legislative framework for improved
administrative accountability to government, and enhanced

management

efficiency 'by letting the managers manage'.
(II) T h e social reform agenda. T h e concept of 'social reform agenda' refers to
administrative reforms that are directed toward changing relationships between
government administration and individuals.

Social reform goals aim at

redistributing power away from the governmental and bureaucratic arena and
towards individuals and society generally. Within the social reform agenda, the
introduction of affirmative action aimed to create a more representative
administration and thus to improve management efficiency by better utilisation
of staff resources.
(Ill) T h e managerial reform agenda. The concept of the 'managerial reform
agenda' refers to administrative reforms that aim specifically at enhancing
administrative performance.

Baxter (1993) categorised the reforms (specially the reform initiatives of Greiner's
government) into two categories, namely, (I) structural, and (II) management. H e
further categorised the structural changes into several categories which are as
follows:

• Reorganising the machinery of government to separate the funder from the
provider and the regulator from the service provider or the "gamekeeper' from
the v poacher'. T h e concepts are basically that: (a) the organisation which
delivers the service should not also be the regulator, and (b) the organisation
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which funds services should have the capacity to contract out the provision of
services o n a competitive basis. T h e aim is to minimise, if not eliminate, the
risks of the funder being a captive of the provider.
•

Improving consumer choice and market competition by disposing of activities
which can be adequately supplied by the private sector. T h e view is that while
there m a y be imperfections in the market mechanism, it is more likely to
optimise choice, minimise prices and send out the correct signals about
resource allocations.
In the case of "natural monopolies', providing the surrogate for the
marketplace. This is consistent with the approach that consumers are more
likely to benefit from competition in the market place.

•

Overcoming the inherent deficit problems created by what is n o w k n o w n as the
fiscal imbalance between collection and distribution of Commonwealth
revenues to the states.

Concerning management changes, Baxter (1993) pointed out that they have been
the application of principles which are widely available in private sector. H e
further argued that it has not been a case of slavishly adopting practices because
they have been used in the private sector. Rather it has been an attempt, especially
in the government trading enterprises and the direct service delivery departments,
to apply those principles and practices which will focus attention on client and
customer outcomes rather than inputs; on accountability, responsibility, and
financial and operational efficiency.

Irrespective of the classifications and origins of these reforms they are designed to
be consistent with five basic principles ( N S W Budget Paper-2, 1990-91):
•

the establishment of clear objectives;
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•

managerial autonomy in pursuit of those objectives;

•

performance evaluation and improved financial information;

•

rewards and sanctions commensurate with performance; and

•

competition and competitive neutrality (ie removal of any special advantages or
disadvantages in production compared with private sector agencies) and
opening up the public sector to competition where possible.

So, the process that has been underway in N S W in recent years has been
concerned with reducing the cost of public sector produced goods and services
(technical efficiency) and ensuring that charges more accurately reflect costs
(allocative efficiency).
Table 2.3 presents the major changes implemented by the N S W government since
the Wilenski Report in 1977.
Table 2.3
Financial and Administrative Reforms of the Public Sector Undertaken to
Date in N S W

REFORMS
Management Strategy Reviews undertaken
Commencement of Efficiency Audits
Rationalisation of Borrowing and Investment Powers of
the Statutory Authorities
Publication of Monthly Financial Statements;
Introduction of Program Budgeting; Revamped Budget
Papers and Public Accounts; Improved Financial
Monitoring; Reformed Parliamentary Public Accounts
Committee.
Restructuring Statutory Authorities; Establishment of
Capital W o r k s Ministerial Committee; Establishment of
Treasury Corporation; Introduction of n e w Public
Finance and Audit Act.
Introduction of Annual Reports Legislation; Treasury
guidelines for Internal Audit issued; Program Evaluation
Procedures introduced; Special Deposit Accounts
reviewed and streamlined; Computerisation.
Introduction of Management Improvement Plans;
Introduction of Early Advice on Budget Allocations.
Financial Performance Targets and Dividends
requirements introduced

IMPLEMENTATION
1978
1980
1981
1982

1983

1984

1985
1986
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Emphasised Development of Management Skills in the
Public Sector
Commercialisation of Central Service Agencies;
Introduction of Apportioning Government Overheads
Between Departments; Departments were permitted to
operate commercial activities; Establishment of
Expenditure Review Committee; Introduction of
Corporate Plans and Performance Agreements; Creation
of Revenue Equalisation Account
Classification of Government Organisations; National
Accounting Presentation of N S W Public Sector;
Introduction of Target Budgeting; Introduction of
Global Budgeting; Reassessment of Government
Ownership; Consolidated Financial Statements
Published; Economic Appraisal of Capital Works
introduced; Insurance of Risk Management introduced;
Enactment of the State O w n e d Corporations ( S O C ) Act
and thereby Corporatisation introduced; Introduction of
Senior Executive Service (SES)
Commencement of the Phased Introduction of Accrual
Accounting
Introduction of Net Appropriation Budgeting;
Government Finance Statistics (GFS) Presentation;
Formal staff controls on Budget Sector agencies were
abolished
Responsibility for projecting agency cash management
devolved to agencies; Commencement of charging
agencies for all their banking services; First State
Superannuation Scheme established; Development of
measures of output and outcomes for Budget Sector
agency programs
Service Agencies required to develop customer service
standards; Incorporation of market-testing and
contracting by the government agencies; Introduction of
accrual public accounts for the full Budget Sector
Establishment of the Council on the Cost of
Government; Review of the Commonwealth and State
Service Provision
Enactment of the General Government Debt Elimination
Act; Change in Budget Coverage, Presentation and
Content; N e w wilhin-year reporting requirements
introduced; Fundamental Review of Financial and
Annual Reporting Legislation

1987
1988

1989

1990
1991

1992

1993

1995

1996

(Sources: Nicholls, 1991; Scullion, 1990; N S W Budget Paper - 2 -1990-91, 199192,1994-95,1995-96,1996-97; SCGTE, 1988)
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So, the late 1970s and early 1980s were a turning point in public administration in
NSW, as new ideas and practices changed many of the administrative traditions
which had evolved. It was also a time when private sector business principles and
practice were being examined for solutions to the problems of public management.
Terms like efficiency and effectiveness, and the perennial problem of how to
measure output in the public sector, acquired a new sense of urgency. In summary
the reforms:
• moved control of managerial detail away from the central agencies;
• broadened accountability;
• involved Ministers more in the budget decision making process;
• increased the emphasis on the managerial role of senior public servants, not
only their policy advice role;
• extended the concept of planning to all aspects of management;
• gave more freedom to managers; and
• increased the responsibility for performance at all levels in the public sector.

2.5 THE CONTEXT OF THE STUDY: ACCOUNTING FOR CHANGE
In the previous sections the various public sector reforms implemented in NSW so
far have been described. The theoretical underpinning behind such reforms also
has been discussed. It is claimed that the pace of reform has accelerated in recent
years to the point where the NSW public sector is now recognised as a leader in
several aspects of public sector reforms (Allan, 1994). It is argued that these
changes have strong links to accounting (Broadbent and Guthrie, 1992).
However, the findings of various studies are inconclusive concerning this linkage
of accounting to the role of accounting techniques and technologies in
implementing and sustaining the changes (specially the techniques and technologies
used in the private sector). There are both sceptical and supporting views in this
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regard [emphasised details in the 'literature survey' chapter of this thesis and also
see, for example, Broadbent and Guthrie (1992)].

Nevertheless, as Hopwood (1984, 1985a) argued, in the last few years both the
language and the practices of accounting have entered much more frequently and

forcefully into debates about the efficiency, accountability and even scope of publi
sector activities. He pointed out that there is a long history of investing in
accounting mechanisms for recording, planning, controlling and making visible
public sector activities. Within a very short period of time recent pressures for
change have succeeded in challenging the adequacy of existing public accounts and
accounting practices. Hopwood (ibid.) further pointed out that accounting for the
public sector has become a major issue for both discussion and action and new
demands are now being made for the practices of accounting to become even
more implicated in the public sector management (italic and emphasis are mine).

Similarly, as mentioned in the previous sections, the various public sector reforms
that took place in the Australian state of NSW during the last decade, were
dominated by the philosophies of economic rationalism and managerialism. The
various management and accounting technologies comprised a vehicle by which
economic rationalist/managerialist philosophies and their associated values were
put into practice. A new 'economic business language' pervaded the thinking,
discourse, and knowledge regimes about organisation, management, accounting,
auditing, accountability within the Australian Public Sector (Parker and Guthrie,
1993). Thus, the role of economic and accounting calculations in public sector
organisations changed, moving from a subordinate service role to a dominating,
agenda-setting role (Parker and Guthrie, 1993).
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In such a context, questions for which answers m a y be sought in this thesis are (cf.
Burchell et al., 1980; H o p w o o d , 1983, 1984, 1985a, 1985b, 1987; Broadbent and
Guthrie, 1992; Parker and Guthrie, 1993; Maystone 1993; Lapsley and Pettigrew,
1994; Lapsley, 1995; Hood, 1995):
•

W h a t has been changed in accounting in the name of public sector reform?

•

H o w has 'commercial accounting' become implicated in the development of
the institutional structures and linkages which today characterise the public
sector^?

•

In what ways have the n e w accounting techniques and technologies become
embedded in the reformed public sector organisations (ie the 'new' financially
and managerialry oriented public sector organisations)?

•

Is the rationale for the introduction of commercial accounting to legitimise
political decision only or is there s o m e other rationale beside this?

•

H o w does the technical practice of accounting intermingle with the fabric of
political and organisational life of the reformed public sector organisations?

•

In what w a y s does the calculations of accounting intertwine with the complex
functioning of reformed public sector organisations?

•

In what ways has the accounting become implicated in the creation of very
different patterns of organisational influence and control of the reformed public
sector organisations?

•

W h a t concepts of accountability are implicated in the process of accounting
change in the reformed public sector organisations?

•

H o w the accounting intersects with other organisational and social processes
and practices in the reformed organisations?

9

The 'contemporary' public sector accounting now being promoted is labelled as
'commercialised accounting by various authors (see for example, Parker and Guthrie, 1993,
p.60).
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In what ways the 'new' accounting are being used to give visibility to particular
activities within the reformed public sector organisations?

•

H a s accounting achieved and maintained

a position of organisational

significance within the reformed public sector organisations?
•

W h a t are the consequences (specially the tensions and problematic issues)
created by accounting in the public sector reform context?

•

what are the practical achievements of accounting in the reformed public sector
so far?

•

Are the accountants offering a superior culture and better organisational
technology in the public sector reform context?

•

what

are the interrelationship between

accounting

and the changing

organisational culture of the reformed public sector organisations?
•

Are there any innovations as regards to accounting techniques in the public
sector?

It is important to point out that, historically Australia (and the States including
N S W ) always had a well defined national accounting structure although it w a s
cash-based; always had a good auditing systems; had lots of finance regulations
and directions and lots of control which helped probity and accountability for
spending of the tax payers dollars and a large amount of Parliamentary scrutiny of
the financial details of departmental operations.

T h e public sector reforms -

especially financial management reforms in Australia - were not about any
perceived, potential or actual shortcoming in accountability for money. Rather the
reforms were about:
•

increasing the value-for-money taxpayers got for their dollars;

•

shifting the foci of politicians and senior civil servants from inputs to results;
and
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• defining results in terms of outcomes, changed circumstances for clients and
effectiveness.

So, the public sector reform process in Australia has not only involved the redesig
of resource management and allocative mechanisms but also the altering culture to
and values of politicians and civil servants. The reform process also created

significant cultural and operational challenges for auditors and accountants in the
public sector. This thesis is intended to explore the role and functioning of
accounting and accountants in the context of such cultural and organisational
change prompted by the public sector reform. Again we cannot understand reform
and related consequences without studying some examples of it (Brunsson and
Olsen, 1993). The following section gives an initial hint of such chosen example,
that is the setting of the research.

2.6 THE SETTING OF THE STUDY
Despite the long-standing and growing interest in organisations and accounting and
contextual research in accounting, there is still a dearth of closely observed and
theoretically informed studies of specific governmental agencies. For example
Dopson who studied Majesty's Stationery Office (HMSO) in UK recommended
that:
It is difficult to k n o w if the experience of H M S O is similar to that of
other Agencies, or in what ways it is differently, since there is a
dearth of empirical data examining the change to Agency status, and,
in particular its impact on the actions and attitudes of managers
working in a changing Civil Service. Unless more empirical work is
done, w e are likely to become trapped in a theoretical cul-de-sac and
remain impotent in addressing these important issues. (Dopson,
1993, p. 2 3 )

Although the above recommendation is made in the UK context, the message is
also equally applicable to other developed countries who have pursued the process
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of public sector reforms including Australia (emphasised in the literature survey
chapter).

T h e focus of this study is the microphysics (microscopic studies - Geertz, 1973,
p.21 or micro level research - Archer, 1987, p. 401; or microsociological approach
of research - Puxty, 1993, p. 60) of the internal transformation (with specific
reference to accounting transformation) of a particular NSW Government
Department rather than focusing on sectoral or institutional rearrangements (eg the
national health service, the eductions sector etc.). The Government department
chosen is the Department of Public Works and Services (DPWS)10. Since 1988,
this department has gone through a tremendous amount of internal transformation
prompted by the NSW public sector reforms especially commercialisation11.
Therefore, the year 1988 is considered to be the starting point of this study.

T h e D P W S is basically the Government's manager of project risk w h e n dealing
with the building and construction industry. The DPWS also advises the
Government on the development, management and conservation of the State's
assets.

10

The reasons for choosing a single case and the Department of Public Works and Services as
the research site will be explained in later chapters.
11
The broad change in the name of commercialisation in N S W has taken different forms: it has
been applied, for example to public sector inputs (for example contracting out), functions
(competition), management (specialisation) and ownership and control (corporatisation and
privatisation) (Guthrie and Johnson, 1994, JCPA Report 336, 1995). Commercialisation and
corporatisation complemented other public sector reforms such as structural reforms, financial
management reforms, planning and reporting reforms etc.
According to the Report 336 (1995), corporatisation usually understood to refer to full
commercialisation - that is, the introduction of both organisational and legal changes to an
agency. Corporatised agencies are legal entities distinct from their owners, whereas other
commercialised agencies remain elements within departments of state. Corporatised agencies are
either incorporated under Corporations Law or established as separate entities by enabling
legislation). The D P W S is commercialised but not corporatised.
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In November 1991, the Public Works Department (now an integral part of the
D P W S ) w a s formally given its o w n charter. N e w procedures for the procurement
of capital works were introduced early in 1992. The D P W S charter incorporates a
Government service role as the principal focus, while recognising that service
should be delivered on the basis of demand and through the adoption of businesslike practices. Competitive neutrality with private sector competitors has been
improved through the complete removal of an operating subsidy and application
of a commercial framework

where tax equivalents are paid. 'Managerialism' is

promoted in the D P W S where responsibility is decentralised, lower level operatives
in the D P W S are offered a world in which they are redefined as anything such as
accountable managers. The result is a commercial 'biz-talk' (Guthrie and Johnson,
1994) which pervaded the thinking, discourse and knowledge regimes of
organisation, management, accounting, auditing and accountability within the
D P W S . Like tribal behaviour, the process involved what Laughlin (1991, p. 38)
described as 'colonisation', ie a 'capturing of the dominant language in the
organisation resulting in either replacement of the previous rulers or a heavy reeduction programme to allow them to speak and think according to the new
language'.

The potential for the Habermasian vision of colonisation of the

lifeworld by a steering mechanism is present in this scenario (Power and Laughlin,
1992; Guthrie and Parker, forthcoming). In line with the overall public sector
changes, these changes in the D P W S have redefined and rearranged its cultural
orientation.

In addition to its organisational and cultural transformation, there has been a
transformation of its accounting system to fulfil the demands of the commercial
framework. In this study an attempt will be m a d e to explore the questions raised in
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the previous section. To summarise, the research problematic is concerned with
exploration of the following questions with respect to the DPWS:
• Why did a 'new' accounting develop in DPWS and what is its significance?
What social factors have been involved with its emergence and development?
• How are these 'new accountings' maintained and their influence enhanced in
the DPWS?
• How are these 'new accountings' linked to the promotion and acceptance into
practice of other management, organising and structuring technologies in the
DPWS? How has it become intertwined with other aspects of the
organisational functions of the DPWS?
• In which ways has accounting and accounting information contributed to and
shaped the processes of organisational and cultural change within the DPWS?
• What are the practical achievements of accounting so far within the DPWS and
its consequences?

It is important to point out that the problems mentioned above are accounting and

financial management oriented, that is, they require the exploration of the role of
accounting and accountants in facilitating the reforms within the DPWS. In
addition, although there is no intention in this study to assess the merits and
demerits of reforms, issues and questions raised by various critiques of public
sector reforms such as the social cost of reforms, the downgrading of welfare
distributional considerations and the distortion of service objectives at the cost
commercialisation, and the reforms in the applicability of the private sector
management philosophy in the public sector etc. will also be explored in the
context of the reforms in the DPWS. Therefore, this study is not only concerned
with the process of change but also with the effects of change.

59

Monir Zaman Mir/PhD Thesis/Chapter-2

2.7 CONCLUDING REMARKS
In the discussion in this chapter the Australian and N S W public sectors are briefly
introduced. T h e introduction also includes the introduction of the stakeholders of
the public sector management and a description of h o w the public sectors in
Australia and in N S W are classified. It is shown that the identification of the public
sector has become a difficult task due to the implementation of public sector
reforms in various public sector agencies such as commercialisation and
corporatisation. Alter this the various public sector reforms which have been
implemented in N S W public sector are described.

The public sector reform issue in Australia is a broad issue and just one chapter is
not enough to describe such reforms. However, the descriptions of the reforms
and the related theoretical underpinning which are provided in this chapter is
enough to 'set the pole' for the study. In accordance with the various implications
of the reforms, in this chapter several research problematics are developed. The
study will progress to explore further these problematics. The position of the
chosen governmental agency in this governmental structure will be emphasised in
later chapters as well its reform process. A s already mentioned, this study has
adopted a public sector reforms in Australia as its context and also mentioned that
the tradition of 'alternative accounting research' will be followed.

The next

chapter o n literature survey supports further the reason behind adoption of such a
contextual focus and an alternative research framework.

CHAPTER THREE
LITERATURE REVIEW - RESEARCH DEVELOPMENTS ON
PUBLIC SECTOR ACCOUNTING REFORMS

Budding investigators think that the purpose of a literature
review is to determine the answer about what is known on a
topic; in contrast, experienced investigators review previous
research to develop sharper and more insightful questions
about the topic (Yin, 1994, p. 9)

3.1 INTRODUCTION
In the previous chapter it is mentioned that this study has adopted a contextual
focus and will follow an 'alternative research' (emphasised later) tradition. This
chapter is intended to explore the public sector reforms (mainly financial
management and accounting reforms) related literature and the main aim is to
determine the volume and availability of the contextual literature in this area and
that which has adopted an 'alternative research tradition'.

So, in this chapter, the public sector accounting literature produced in the c
of worldwide public sector reforms will be explored. The exploration involves a
longitudinal study covering the literature that have come since 1993. The earliest
date selected is '1993' because there are two well informed surveys, one by
Lapsley (1988) and the other by Broadbent and Guthrie(1992) covering the period
up to 1992. T w o sections of this chapter are allocated to brief descriptions of
these two papers. The aims of this 'exploration' are:
•

to explore the volume of literature available in this area (public sector
accounting reforms) which are in the Australian context;

•

to explore literature of other developed countries whose public sector research
reforms came into the lime light on various occasions;
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to identify the issues/sectors in this area which are either neglected or not

covered by these authors;
• to identify the issues and sectors in this area that gained maximum attention
from these authors;
• to explore whether there are any differences between practitioners and
academics in visualising public sector reforms and related accounting issues
(reviews here are not categorised under separate heads of 'practitioners' and
'academics': it is expected that a reader of this chapter will be able to identify
the another perspective simply by looking at the names)1;
• to identify the volume of research in this area which has adopted a
methodology of alternative accounting research;
• to explore the theoretical frameworks adopted by various authors; and
• to identify areas for further research.

It is important to mention that public sector accounting is a vast area and there is a
substantial literature on the area. This literature ranges from accounting practices
in the governmental business enterprise to the accounting practices in the central
governmental level. There is literature contributed by academics as well as
literature contributed by practitioners. Literature in this area is found in both the
English speaking and Non-English speaking world, the developed part of the world
and the developing part of the world. So, it is important to 'qualify' the outcome
of this chapter beforehand on the grounds that an attempt to review all of the

*. By the term ^practitioner' it is meant professionals w h o are working in public sector agencies
in different capacities mainly in accounting and financial management areas. It also includes
politicians who hold different nominated positions in public sector agencies by virtue of being
citizens' representative. N Academics' include people w h o hold teaching positions in higher
educations as well as people w h o are involved in doing research in either independent research
organisations or research organisations linked to a University. In some cases it is also possible
that these two terms are overlapping i.e an academic is a practitioner and vice versa. In most
cases the footnote in the title page of an article and the type of the journal gave a clear indication
about who is an academic and w h o is a practitioner.
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literature would be too immense. Accordingly, works published in the journals
that came out from the English speaking developed countries (namely, UK, USA,
Australia and New Zealand) will be the examined2. In addition, although not
exclusively, attention will also be paid to work published in recent books,
monographs, working papers and conference proceedings and unpublished

doctoral dissertations. Last but not least, although the for this thesis, an alternativ
accounting research perspective is adopted, the papers published in the mainstream
research oriented journals are included in this review. The reason is to fulfil one of
the aims of this chapter mentioned earlier namely, to identify the volume of
alternative accounting research compared to the volume of mainstream research in
this area. However, the main focus of this chapter is on alternative accounting
research.

Earlier, two surveys were conducted on the same issue, one by Lapsley (1988) and
other by Broadbent and Guthrie (1992). Findings of their surveys are incorporated
in this chapter. So, the additions which are made in this chapter may be regarded
as the extension of the two prior surveys.

The rest of chapter is organised as follows. Section 3.2 briefly presents the
findings of Lapsley's (1988) survey. Section 3.3 presents the findings of the
survey conducted by Broadbent and Guthrie (1992). Limitations of both the
surveys are also mentioned. Section 3.4 presents the literature which came after
those two surveys. The literature are first categorised into 'international' and
'Australian'. Then, each of these categories are discussed under literature which
adopted a 'technical accounting' focus and literature which adopted a 'contextual'

2

. Most of these are also reviewed by Lapsley (1988) and Broadbent and Guthrie (1992) in their
surveys.
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focus. The chapter concludes with an indication for the rationale of research in this
area requiring contextual focus and an 'alternative research' tradition.

3.2 AN APPRAISAL ON RESEARCH IN PUBLIC SECTOR
A C C O U N T I N G -1980-88
Lapsley (1988) conducted a survey of the output by academics on public sector
accounting topics mainly in the English-speaking academic journals.

Some

references were also made to the limited number of research monographs published
in the field. The period he selected for review is from 1980. The paper published
in 1988, so it can be presumed that it covers until up to 1988 at most. He did not
make any attempt to segregate the outputs of these academics into the
methodological debate of "mainstream1 and "alternative' accounting research. He
categorised the substantive issues which had been tackled by the accounting
researchers into four groups, namely,
1. finance related topics;
2. financial accounting and accountability;
3. internal accounting and management information systems; and
4. audit.

With respect to the finance related topic, Lapsley argued that academic acco
researchers (mainly from the U S A ) had contributed to the study of the financing of
public sector institutions largely by adapting private sector capital market studies.
O n the other hand in the U K context, policy reasons have dominated the debate.
H e further pointed out that little attempt has been made by accounting researchers
to test the vgoodness-of-fit' of the private sector model to these state industries.
This applicability and adaptability of private sector models in the public sector
institutions requires further exploration.
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With respect to financial accounting and accountability, Lapsley argued that this is
the single most important area to attract the attention of researchers.

He

subdivided this area of public sector accounting into two more divisions namely,
(a) the form and basis of external reports; and (b) wider issues of performance
assessment. H e argued that the first of these has attracted the greater degree of
attention.

Concerning the reporting issue, inflation accounting and the

accountability of the public sector especially the nationalised industries, Lapsley
pointed out a number of studies (eg. Lapsley, 1981a; Wright, 1979; McArthur,
1980; Likierman, 1983 and Mclnness, 1987) had focused on the interface between
accounting techniques and the impact of accounting measures selected on policy
decisions. H e also cited the study of Whittington (1985) which illustrated that the
identification of principle and agent is not so straightforward in the complex
situation of nationalised industries.

Lapsley argued that the issue of the

performance assessment of nationalised industries had received little attention from
academic accounting researchers. H e further argued that the wider issues of h o w
accountants might report the divergence of private and social costs and benefits of
state industries have been neglected by academic accountants.

Lapsley pointed out four main strands to the accounting literature concerning
financial accounting and accountability involving not-for-profit organisations,
which are,
a) the search for a conceptual framework;
b) the need for standardisation of accounting practices;
c) the debate over the appropriate basis of accounting; and
d) the wider issues of performance assessment.
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B y referring to various studies on these issues, Lapsley concluded that there are
m a n y unresolved issues of accounting principle and practice in public sector
organisations which stem from the absence of a satisfactory conceptual framework.
H e further argued that there is a continuing debate over the nature, use and
regulation of the accounting numbers in the financial reports of not-for-profit
organisations.

In addition, the entire issue of h o w to construct performance

indicators and the context in which they should be used are also matters which
were still in their infancy.

Under the group "internal accounting and management information systems,
Lapsley mainly discussed the studies involving management accounting and
pointed out that a categorisation of actual research published reveals a
concentration on two aspects, namely, (a) investment
management control.

appraisal; and (b)

Analysing and discussing studies of various researchers

under this issue, Lapsley argued that although these studies have added valuable
contributions to our limited knowledge of the detailed operation of specific parts of
the public sector, there has been no attempt to m a p out the key elements of a
conceptual framework for the totality of management accounting in the public
sector, comparable to that attempted by researchers in financial accounting. In
addition he also proposed a change in the methodology employed by management
accounting researchers involving the m o v e away from esoteric model-building to a
stress on real world situations. H e supported the use of the case study approach to
enrich data collection and the use of longitudinal investigations; participant
observation and decision tracing.

All of these changes have the purpose of

obtaining more informed views of what actually happens in organisations, instead
of what outsiders assume to be the n o r m within organisations.

Lapsley felt that
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there still remains a strong vein of studies based on well-established methodologies
and on deductive reasoning, rather than observational studies.

With respect to audit of public sector institutions, Lapsley cited the studies of Bec
and Varefield, 1986; Tomkins, 1986; Glynn, 1985; Grimwood and Tomkins, 1986
and Tomkins, 1987. According to Lapsley these studies represents a distinctive
contribution to the admittedly thin literature on public sector audit, much of which
is professional rather than academic and rigorous.

Although there are limitations, this survey of Lapsley is a valuable contribution to
our knowledge concerning the theoretical and research developments in the area of
public sector accounting and finance between the time periods of 1980 and 1988.
A question may be raised as to why 1980 is selected as the starting point of his
appraisal. By quoting Perrin, (1981) he provided an answer to this question: that
is, less than 1% of the articles published in the UK academic journals in the 1970s
were concerned with accounting or finance in public sector institutions. Perhaps it
means that research on public sector accounting issues gained momentum during
1980s. Another problem with his paper is that he ignored the methodological
underpinning (whether "mainstream1 or "alternative1 accounting research) of the
various studies cited in the paper.

The insights which could drawn from his paper are that,
• Very few of these studies adopted socio-cultural implications of the public
sector reforms as their context.
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M o s t of the researches were based on well-established methodologies and on

deductive reasoning, rather than observational studies3.
• There is an absence of a theoretical background which provides a framework
for the development of accounting principles and practices in the public sector.

3.3 A REVIEW OF RECENT 'ALTERNATIVE' ACCOUNTING
RESEARCH
Broadbent and Guthrie (1992) reviewed the public sector accounting and
accounting reform related literature which took a more contextual focus and in
their own words the 'alternative' literature. The survey concentrated mainly on the
research which is being carried out in the UK and in Australia and work published
in the journals namely, Accounting, Organisations and Society; Critical
Perspective on Accounting; Financial Accountability and Management and the
Accounting Auditing and Accountability Journal. In addition, although not
exclusively, attention is also paid to work published in recent books, monographs
and conference proceedings. The time frame of their survey is, in their own words
the 'most recent work available'. The paper was published in 1992. So
concerning its time range it can be presumed that works between 1988 to 1992
were surveyed.

In their study, they have given some explanations of what constitutes "alternative'
research. In order to define the "alternative' literature, they have identified three
broad approaches, namely, I) the technical work; II) works that are concerned with
technologies in context; and III) works that are concerned with accounting's

3

. In fact this methodology not only dominates public sector accounting but also accoun
research as a whole. See for example, Hopper and Powell (1985) and Lukka and Kasanen (1995)
who argued that most of the accounting researches fall in the positivist mode and even though the
number of case studies in accounting research is increasing, statistical research methods clearly
dominate the scene in accounting research today.
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impacts on organisations as whole entities. They further pointed out that these
three categories can be better understood in relation to their orientation to two sets
of assumptions.

These are, first, their perception of the importance or

organisational context and, second, the assumptions they make about the power of
accounting to lead to change in the public sector. The combinations of these two
assumptions the three approaches provides a matrix shown in Figure 3.1.

According to them, the ^technical' approach assumes that accounting is a powerful
force for change and perceives the context within which it exists as unimportant.
There is a predominance field of accounting research and various researchers
termed it 'traditional' (see, Laughlin and L o w e , 1990; Ferreira and Merchant,
1992, also see Lapsley, 1988).

The second approach they termed ^technical

contextual accounting'. This is a technical approach having a contextual input.
This approach sees accounting as a powerful promoter of change as well as
recognising that context is important as it can affect the process of change. The
third approach, ^contextually technical accounting', takes the context as it
primary focus and seeks to examine technical accounting changes in the context in
which they are introduced. This literature is m u c h more sceptical about the power
of accounting to promote change, but wishes to examine what happens w h e n it is
used with this intent.

Since it was not their aim to review the literature involving technical accounting,
they only gave a brief overview of the technical literature in their paper. The
literature which they reviewed w a s Melltet, 1990; Miah, 1991; and Taylor, 1989.
They argued that the research which centred on technical practices concentrates on
setting rules for practice and the creation, maintenance or change of accounting
technologies. They further argued that works in this vein can demonstrate a rather
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instrumentalist focus which constructs technical practices in the name of h o w
accounting "should be' useful for "decision making', "control or "accountability1.
The emphasis here is on an external logic which suggests that the general system is
better served by an accounting that can provide an attribute, for example,
"information for decision making'.

Figure 3.1
Matrix Showing Orientations Towards Alternative Accounting Research

Organisational Context
Unimportan
Assumed
Very
power of
powerful
accounting
to lead to
Powerful
change in
public
sector
Qustionably
powerful

Imporant

Very important

Technical
accounting
Technical
contextual
accounting
Contextually
technical
accounting

(Source: Broadbent and Guthrie, 1992, p. 7)

Consistent with the argument put forwarded by Burchell et al, 1980, Hopwood
1984; Chua, 1988; Morgan, 1988; Hines, 1989; Laughlin and Lowe, 1990 and
Dillard, 1991 also criticised this approach on the grounds that it is debatable
whether accounting rules are powerful and value-free as is intimated by this
approach.

According to Broadbent and Guthrie, public sector changes have also encouraged
the work of a group of researchers who have moved away from purely technical
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approach. This group of researchers adopted a more "alternative approach' and
also retained a focus on technical issues. Their aim is to examine the application of
"new" accounting technologies in their specific contexts.

According to them

technologies are the processes and systems which are being introduced as integral
parts of the reformed structure.

According to Broadbent and Guthrie, the literature discussed under this
"alternative' approach of "technically contextual accounting' has got the following
characteristics :
•

this literature has m o v e d from the purely technical focus and recognised the
limitations of purely technical approach;

•

this literature has considered the context and the consideration of context
which means that it draws from m u c h wider boundaries around the subject;

•

this literature is m u c h more diverse in its theoretical and methodological
approaches.

Broadbent and Guthrie argued that although the "alternative1 research approach
"technically contextual accounting' overcame

the limitations of the purely

"technical' approach, this approach (ie. technically contextual accounting) is still
very centred o n accounting. Consequently, in their survey they also identified a
range of literature which gives priority to the context in which accounting is placed
and named the approach 'contextually technical accounting'. This literature is
concerned with the w a y in which accounting impacts o n organisations as whole
entities.

T h e accounting considered is invariably a result of changes to the

structures and processes imposed upon particular organisation. Broadbent and
Guthrie argued that different types of control over activities have developed in the
different sites (eg. central government,

local government,

public business
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enterprises, public institutional systems such as health sector) of public sector.
These could be the outcome of the legal form of their "ownership' as well as the
management processes which they need to adopt because of the "ownership'
pattern.

Broadbent and Guthrie pointed out a number of common characteristics of the
research they have called "alternative'. These are as follows:

First, these works do not wholly accept (and at the extreme reject) that accounting
can necessarily be successful as a powerful force of change.
Second, these works accept the importance of the context in which accounting
operates, albeit to different degrees.
Third, the focus of this literature is that it seeks to question and understand.
Depending o n the theoretical orientation embraced, the questions which m a y be
asked are different, and the issues raised are similarly diverse.
Fourth, this literature seeks to m o v e towards a critical evaluation of the processes
which have been implemented.

Broadbent and Guthrie's appraisal of the literature is not free of limitations
specially their categorisation of literature into "technical1 and "alternative1
categories. In their o w n words:
The question of what an alternative literature comprises is itself a
broad issue, and the authors choose not to be dogmatic about this
classification. In any categorisation scheme there is a potential
difficulty in "fitting' some work neatly into the schema. (Broadbent
and Guthrie, 1992, p 5)
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That is w h y it can be observed that they classified, in some instances, some
literature in both the categories of 'technically contextual accounting' and
'contextual technical accounting'.
So, first Lapsley (1988) and then Broadbent and Guthrie (1992) presented us with
two well informed surveys on the available literature in the area of public sector
accounting.

Lapsley avoided the debate of "traditional' versus "alternative'

accounting research in his survey. Whereas the main emphasis in Broadbent and
Guthrie's survey is the "alternative' accounting research. But, both the surveys
hinted that there is quite a voluminous literature in the area of public sector
accounting but a large proportion of it is descriptive and without m u c h relevance
beyond a specific context. A good deal of it does not aspire to being more than
informed commentary. Both the surveys also hinted that the literature exploring
the issue of accounting change in the public sector from a contextual perspective is
small. Both the surveys also indicated that there is a relative paucity of research in
the public sector accounting which can be claimed to have adopted an 'alternative'
perspective.

Although these two surveys are not complete in every aspect (and in fact it has
been recognised by the authors), these reviews, beyond doubt, are the most
valuable contributions to our knowledge concerning research on public sector
accounting. In addition, Broadbent and Guthrie provided the research community
a flavour of "alternative' accounting research. T h e following section presents the
literature that came out after these two surveys.

3.4 A SURVEY OF CURRENT DEVELOPMENTS: 1993-TO DATE
It is mentioned in the previous section that Lapsley (1988) and Broadbent and
Guthrie (1992) have reviewed the research o n public sector accounting and related
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issues. T h e period covered b y their reviews is approximately, 1980 to 1992. In
this section an attempt will be made to provide an appraisal of the developments at
took place after 1992 to the most recent date possible (and hence the appraisal of
"current developments' and some works outside this period might appear whenever
it is necessary). Instead of three categories of classification forwarded by
Broadbent and Guthrie (1992), the literature in this section will be reviewed under
the two broad categories of ^technical' and ^alternative' research. This will help
to overcome the difficulty (as mentioned and accepted by Broadbent and Guthrie
themselves) of fitting works neatly into two different sub-categories of alternative
research (ie. the "technical contextual accounting and the "contextually technical
accounting). Again in their (Broadbent and Guthrie) matrix they only emphasised
the 'organisational context'. But, in this section an attempt will be made to discuss
the literature having a contextual flavour other than only organisational context
only. For this survey, the definitions and features of the 'alternative' research put
forward by Broadbent and Guthrie will be taken as the basis to list the literature
under headings of 'alternative' research. However, to identify "technical literature',
in addition to the definitions and features recommended by Broadbent and Guthrie,
four other features suggested by Halligan and Power4 (1992, p. 5) will also be
considered. In conjunction with the argument of Broadbent and Guthrie, it should
be reiterated that the literature presented here is not seen as a definitive listing of
all works which might be argued to fall in the 'technical' or 'alternative' frame.

4

. Halligan and Power (1992, p. 5) categorised the literature on the general administrative reform
of the Australian public sector into four groups, e.g., First, literature concerned with explaining
change. This literature seeks to explain why change has occurred and environmental
explanations are commonly sought. Second, studies focusing on the strategies for reform. This
literature seeks to account for the successes and failures of reform initiatives, it isolates the
ingredients of reform, and recommends means for improving the reform process. Third, the
prescriptive literature, and fourth, the literature exploring the movement in systems and
analysing trends that result from general administrative change. Although their categorisation is
not directly related to accounting and they did not mention specifically the term "technical
literature', the features they mentioned here are close to the concept of technical accounting put
forward by Broadbent and Guthrie (1992)
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Moreover, given the thesis is o n the Australian public sector context, the literature
related to Australian public sector will be discussed separately from the literature
of other countries. Although the review to be presented here m a y be regarded as a
continuation of the previous two surveys there are some differences of this review
from the previous two. For example, in addition to the different time frame, the
review in this section is different from Lapsley's review on the ground that it
considers both the literature under mainstream and alternative accounting research.
It is different from Broadbent and Guthrie's review on the ground that it includes
not only U K and Australian public sector reform experiences but also many other
developed countries and this review also considers practitioners' views. T h e
following sections give brief reviews of the literature under consideration to fulfil
the goal of this chapter mentioned at the beginning of this chapter.

3.4.1 APPRAISAL OF THE 'TECHNICAL' ACCOUNTING LITERATURE - AN
INTERNATIONAL PERSPECTIVE

It has been already mentioned in the previous section that the research centred on
technical practices concentrates on setting rules and recommendations for practice
and the creation, maintenance or change of accounting technologies. Accounting
is seen as a technical activity which is practised in a form specified by rules. T h e
following paragraphs give brief reviews of the literature which emphasised the
technicality of accounting and mainstream accounting research.

On the Overall Public Sector Financial Management Reforms
Shand (1994) provided a brief picture of the financial management reforms of the
2 4 developed country (including Australia) which are the members of the
Organisation for Economic Co-operation and Development ( O E C D ) .

He

recommended that appropriate signals and incentives are required to achieve the
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objectives of the reforms of the O E C D m e m b e r countries. H e further argued that
the greatest challenge for public sector accountants internationally is to assist in
integrating accounting, budgeting and general management. Guthrie et aL (1997)
conducted another study on the international financial management changes in a
group of O E C D

countries and they observed that the n e w public financial

management is global and characterised by complexity and differences in the
various nation states. Their study also indicated that there is no one model and any
changes are linked to wider administrative reforms.

On Accountability and Accountable Management
H u m p h r e y et al. (1993) explained accountability and accountable management in
the U K in the context of public sector reforms in the U K . They expressed their
doubts about the role of accounting in this change process and argued that reliance
on techniques such as budgets, standard costs, and so forth, has c o m e at a time in
the public sector w h e n such technologies have been heavily criticised in the private
sector as a major cause of corporate inefficiency. Cochrane (1993) described the
changing faces of accountability in British local government from the point of view
of financial control and strategic management. H e argued that the politics of local
authority accounting is the politics of the past and it can be seen to have had a
short-lived (transitional) dominance as part of a m o v e towards different structures
for the local state. Gray and Jenkins (1993) critically evaluated the codes of
accountability in the light of various reforms in the U K public sector and their
impact o n accounting. They argued that the various aspects of the reforms hold
too simplistic a view of the role of accounting and suggested that there is a need to
recognise that the design of accounting and related change requires explicit
recognition of shifts in the underlying codes of accountability. Mayston (1993)
sought

explanations

of

inter-relationship

between

welfare,

efficiency,
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accountability, information and capital in the n e w public sector in U K using
principal-agent model.

H e is sceptical about the claims that accountants are

offering the public sector an obviously superior culture and better organisational
technology. H e further argued that it is difficult to justify m a n y aspects of the
recent reforms of the public sector o n the grounds that the private sector in the U K
is itself a model of efficiency and accountability between principals and agents, or
that private sector accounting paradigms necessarily offer value for money
solutions.

On Public Sector Auditing
Pentland and Carlile (1996) examined the practice of tax auditing in the
Examination Division of the Internal Revenue Service (IRS) in the U.S. They
c a m e into conclusion that auditing is a classic example of an expression game in
which the taxpayer attempts to maintain a front as an honest, complaint citizen and
the revenue agents attempt to maintain a front as a fair, competent professional
w h o is just doing his or her job5. They further argued that the auditor and the
taxpayer are locked in a contest over the "truth' of the taxpayer's return, the
outcome of which has considerable consequences for both parties and the public at
large. B o w e r m a n (1994) explored the extent and significance of overlap in the
audit activities of two main external audit organisations in British public sector the National Audit Office ( N A O ) and the Audit Commission ( A C ) . H e r research
showed that co-operation between the N A O and the A C is not close in all areas
where their responsibilities interface and she argued that the best w a y of achieving
this would be to merge the two bodies. Lovell (1996) explored the role of state
audit within the processes designed to maintain accountable government in the U K

5

Expression games are a generic kind of strategic interaction in which participants attempt to
manage the impressions that other have of them and their credibility (Pentland and Carlile, p.
269).
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and argued that within the current managerialistic orientation of government
administration, state audit remains an important role.

H e mentioned few

reservations concerning this important role of state government audit such as this
(importance) does not m e a n that external ex-post audit is appropriate as the
primary/exclusive conduit of communication regarding accountabilities and also
this does not m e a n that the practice of audit is a generic one with no discernible
differences of principle between the private and public sector variants. Mussari
(1995) examined the implementation of auditing reform in Italian municipalities
and found that the effect of the n e w legislation on audit practice has been modest.
B o w e r m a n (1995) examined the w a y in which the Audit Commission and local
authority auditors in U K have approached their n e w tasks as suggested by the
literature and found that the objectives for reporting performance have not been
clearly defined and appeared to be moving the public sector in the reverse direction
from the private sector. Deis and Giroux (1994) studied the suppositions relating
monitoring quality (eg. audit quality) to government size (eg. budgeted
expenditure) using a sample comprised of 232 Texas independent school districts.
They observed that ineffective audits are associated with higher levels of public
expenditures.

On Cost & Management Accounting and Accounting Information System
Likierman (1994) raised some issues concerning the status of management
accounting in the U K Central Government. In this context he concluded that there
is no ready means of assessing the effects of the implementation of n e w systems in
central government as a whole. Furthermore, the role of accountant (management
accountant in this context) is difficult to justify.

Harr and Godfrey (1992)

investigated the potential for transferring management accounting technology from
the private sector to public sector operation and examined a U S government
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organisation in this regard which developed and adopted a total cost-output model
to transform its resource allocation process from a traditional input-oriented line
item budget to an output-oriented operating budget. They found that the adoption
of a business perspective and the use of a total cost approach significantly
improved

that

government

organisation's

financial

management

process.

Pendlebury (1994) examined the status of the applicability of the private sector
management accounting techniques in local governments in the U K and argued
that the management accounting and budgeting practices in local government
responded surprisingly slowly to the financial pressure. King et al (1994) explored
the potential application of A B C in a situation of introduction of markets for health
care in the U K and A B C approach were examined by conducting four case of
acute hospitals. Although they were sceptical about the benefits to be gained from
A B C in product costing they were optimistic about ABC's roles in cost reduction
and budget construction.

Geiger and Ittner (1996) studied the influence of funding source and the legislative
requirements on government cost accounting practices in 5 9 units of the U.S.
federal government based on institutional and contingency theories. In their study
they tested two hypotheses :- (1) mandated government cost accounting systems
are positively associated with cost system elaborateness, but are not associated
with greater internal use of cost accounting data, and (2) the extent of competition
and funding uncertainty is positively associated with both the use of cost
accounting data for internal decision-making and control purposes and cost system
elaborateness. Their analysis of data supported the hypotheses they adopted and
argued that both the contingency and institutional theories of management
accounting choice help to explain the design and use of cost accounting systems in
government agencies.
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Miah and Mia (1996) investigated the hypothesised relationships between (a)
decentralisation and the use of accounting control system, (b) the use of
accounting control system and performance, and (c) the decentralisation and
performance involving five departments of the N e w Zealand Government. They
observed that an increased decentralisation is associated with a greater use of
accounting control system which, in turn, is associated with improved district
office performance. Bello and Szymanski (1996) studied the impact of compulsory
competitive tendering ( C C T ) in some U K local authorities using a Cobb-Douglas
production function. The result of their study showed that there is no evidence
that lower costs of refuse collection are due to changes in the specification of
services. Their study also showed that there is indeed no evidence that C C T has
brought about any radical shift in the characteristics of the services delivered to
consumers. Y a m a m o l o (1993) studied the impact of accounting information on
policy making in a political environment taking Nippon Telegraph and Telephone
Corporation (during the process of its privatisation) as a case. H e concluded that
in the process of organisational change, accounting information could play an
active role rather than merely a conventional role, a calculative embodiment of the
economic activity.

On the Local Government Reforms and Accounting
Giroux and Deis (1993) studied investor interests and government accounting
disclosure from a sample of U S cities having a population over 100,000. They
analysed quantitative indices through a language of linear variance and observed
that investor incentives are more closely related to the annual report than the
budget. Picur and Miranda (1994) studied fiscal information illusion within the
fiscal practices of Illinois ( U S A ) local governmental units and demonstrated that
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local government officials have a considerably larger set of tools to induce
systematic misperceptions of the cost of government services to citizens. Allen
and Sanders (1994) examined the financial disclosure practices in U S municipalities
and observed that the increased attention to public sector reporting has resulted in
improvements in municipal reporting with higher levels of disclosure and fewer
cities receiving qualified or adverse audit opinions. Keen and Murphy (1996)
examined

the implementation

of devolved

budgetary

management

and

responsibility accounting systems in local authorities in the U K and observed that
the subtext of devolution has in fact increased central control. They further argued
that devolution in its purest form will never be completely congruent with the
activities of publicly accountable bodies such as local authorities. G o o d w i n and
Kloot (1996) examined the linkage between the strategic and budgetary processes
in local government setting in Australia and N e w Zealand and found a significant
relationship between strategic communication and budgetary response and for the
Australian setting; although the process was not found to be as tightly linked as
those in the N e w Zealand bodies, in each case the planning w a s incremental and
budgeting led the development of strategy.

Vela (1996) presented the main

developments which have characterised the reform of local government accounting
in Spain since 1992 and argued that this reform clearly improved the financial
reporting system of Spanish municipalities. H e further pointed out that the n e w
system is no longer budget oriented and has acquired a clear economic orientation
through the adoption of an accrual basis of accounting.

On Governmental Accounting and External Financial Reporting
Cheng (1994) examined the institutional, political and external processes that affect
the accounting and financial reporting choice of state and local government. She
pointed out that governmental accounting research has been predominantly and
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rather disproportionately concerned with identifying socio-economic and political
variables statistically related to quantitative accounting and financial reporting
indices as opposed to identifying interested actors and their motivations for
changes in accounting and financial reporting policy in state and local
governments. Lin (1993) presented an overview of the recent developments in
harmonising governmental accounting and reporting in Canada and stated that the
movement towards harmonising governmental accounting and reporting has
progressed rapidly since the beginning of the 1980s, after a fairly long period of
highly diversified practices in Canada. Liider (1993) reviewed the current
governmental accounting practice in Germany and its reform efforts after the
World War II. He recommended that the support of outside pressure groups, the
existence of inside change agents with sufficient position of power and the
selection of an appropriate implementation strategy become vital to the success of
reform endeavours of governmental accounting in Germany. Lin et al. (1993)
evaluated the extent of compliance with the recommendations issued by the Public
Sector Accounting and Auditing Committee (PSAAQ by the senior governments
in Canada and observed that the current level of compliance was less than
satisfactory. Pendlebury et al., (1994) and Rutherford (1996) surveyed and
analysed the new annual reports and accounts being used in the establishment of
Executive Agencies in the UK civil service. Their survey revealed that there is a
distinct difference between the practices of trading fund and non-trading fund
agencies and showed a wide variation in the rate of progress of non-trading fund
agencies towards "commercial style1 financial accounts. A similar study was
conducted by Hyndman and Anderson (1995) who explored the importance of
performance information in external reporting of Executive Agencies in UK and
observed that there was a significant proportion of Agencies reporting little or no
information on efficiency and effectiveness and the various component parts of
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performance, eg., inputs, outputs and results.

They also inferred that such

information may be unavailable in their internal/management accounting system.
Coy, Tower and Dixon (1994) have provided a progress report on the tertiary
education institutions' annual report in the light of the recent public sector reforms
in New Zealand and observed that the timeliness and quality of reports have
improved.

On Healthcare Sector
Bates and Brignal (1993) studied the rationality and politics in the healthcare
costing of UK's National Health Service (NHS) and concluded that service
business's (NHS in this context) management accountants are concentrating on
generating costs for planning and control rather than satisfying the needs of
financial reporting. They further argued that the full product costing systems in the
NHS is not clear-cut and the purposes of planning and control in the NHS
responsibility centre costs are more useful than product costs. Ellwood (1996a)
studied the application of cost-based pricing within the NHS internal market and
also opined that the nature of health care services makes homogeneous products
very difficult to determine let alone their full cost in precise terms. In another
study, Ellwood (1996b) examined proposition that full-cost pricing can facilitate
the achievement of productive efficiency in the NHS internal market using the
surveys of 1991 and 1994. In this case also, her research did not support the
proposition that healthcare contracts can be priced on a full-cost basis in a manner
which will facilitate the achievement of productive efficiency in the NHS internal
market. Jegers and Houtman (1993) studied the compliance of accounting theory
in public and non profit hospitals in Belgium and argued that accounting theory
developed for profit firms, can be successfully adapted and extended to public and
non profit hospitals. Glennerster (1994) explored some management accounting
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issues in the context of various reforms in health and social services in the U K and
argued that G P 6fundholders were faced with wide and misleading price ranges due
to lack of their accounting expertise. H e further argued that the change to a
contract and competitive culture in social provisions puts a particularly heavy
responsibility onto those w h o are designing financial and managerial accounting
systems for the n e w world. Pina and Torres (1996) evaluated the efficiency of
some

Spanish public hospitals and detected the absence of management

accounting, standard costs, etc., in Spanish hospitals. They argued that this
absence

of adequate

accounting

prevents

the development

of adequate

management control and the efficient use of public resources. Charpentier and
Samuelson (1996) studied the introduction of a n e w control system in the Swedish
health care sector where the traditional budget system was replaced with a system
according to which hospitals are paid for services made and found that the n e w
system had functional but also s o m e dysfunctional effects.

Lindkvist (1996)

studied the market oriented reforms in health care in Sweden by analysing five
clinics in a large university hospital and came to the conclusion that the bold
ambitions of establishing strict market-like contracting forms failed to materialise in
Sweden. Jacobs and Barnett (1996) reviewed health sector development and the
w a y in which budgetholding in general practice has evolved in N e w Zealand and
compared the key features of the fundholding developments in the U K

They

concluded that the prospects for budgetholding in N e w Zealand are m u c h more
fragile than the fundholding experience of the U K . Marriott and Mellett (1995)
investigated the financial skills of N H S managers in U K and found that managers
lack the financial awareness necessary to reach resource decisions commensurate
with the financial objectives n o w required of the N H S .

6

The author did not say in the paper on what is meant by the abbreviation 'GP'. But from the
discussion it can be assumed that the author used the abbreviation to mean 'General Practitioner'
in the NHS.
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3.4.2 A N APPRAISAL OF THE 'ALTERNATIVE' ACCOUNTING RESEARCH - AN
INTERNATIONAL PERSPECTIVE

O n the Healthcare Sector
Covaleski et al. (1993) studied the diagnostic-related group ( D R G ) framework and
case-mix accounting in the American health-care context adopting the institutional
perspective.

They observed that case-mix accounting information m a y both

provide a technical solution to the rationalistic goal of generating more resources
and serve as a means of fostering political exchanges wherein social actors
redistribute power. In such a situation, accounting is both rational and covertly
political. Another interesting insight they provided in their paper is that one should
not treat the Federal government as a monolithic entity that impartially reviews,
interprets and transmits societal expectations; rather it is a specific entity that can
exhibit self-interest and m a y thus become an active force in shaping and moulding
societal expectations. Lawrence et al. (1994, 1995) studied the social context of
accounting systems and systems of accountability in the N e w Zealand health sector
adopting first, Callon and Latour's writings on the processes of fabrication of
h u m a n artefacts and then adopting Gidden's structuration theory. They argued that
the greater accountability expected to result from the reforms will require that the
newly developed accounting systems are reflective of n e w systems of
accountability, ie., organisational processes of interaction which embody n e w ways
of giving meaning and legitimation to organisational activities based o n change
power relationships. They further argued that accounting is not imbued with
purpose, but can be m a d e to be purposeful. Lapsley (1994) studied the various
attempts to implement responsibility accounting systems within National Health
Service ( N H S ) in the U K using an institutional theorist's perspective. H e argued
that, for most of these initiatives, responsibility accounting systems did not
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function initially as intended but market reforms in the U K have radically altered
the mechanism for the co-ordination of health care delivery and appear to have
established the antecedent conditions which will m a k e responsibility actionable.
Rea (1994) explored the implementation of accounting and management control
systems under the Resource Management Initiative ( R M I ) for the ( N H S ) in the
U K . H e argued that despite the vast organisational efforts being made to mimic
the market, there has been no adequate assessment of resource management's
practical application.

H e further argued that these efforts being m a d e have

generally focused on accounting systems rather than tackling the need to make
medicine more accountable while there is evidence that accounting systems are not
simply a technical solution to be adopted by health care organisation. C h u a and
Preston (1994) studied the effects of accounting-led reform initiatives on the
Diagnostic Related Group Prospective Payment System (PPS) in the U S A

They

concluded that the spread of accounting-led health care cost control and reform
initiatives around the globe is often a matter of faith. They further argued that
accounting-led initiatives, however, are not merely techniques to control costs and
promote efficiency, they have a profound constitutive role to play in shaping
medical practice, the provision of health care and the experience of the patient.
Oakes et al. (1994) conducted a hermeneutical study of cost benefit research
concerning the health care costs in the U S . They concluded that the accounting
numbers must be lifted out of their o w n context disconnected from their o w n
development within the chaotic and disorderly structure of U S health care. Arnold
et al. (1994) explored the contemporary discourse o n health care cost in U S
adopting the w o r k of Volosinov7 . Their analysis concluded that the expression
"health care costs' conveys multiple, conflicting and sometimes contradictory

7

. Volosinov developed the first semiotic theory of ideology, initiating a branch of discourse
analysis that examines the processes by which social power is inscripted within language itself
(Eagleton, 1991; quoted in Arnold et al., 1994).
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meanings and ideological accents; and that the meaning of the term changes when
it is carried from one context to another or from one discursive formation to
another. Laughlin et al. (1994) studied financial and administrative changes which
had been imposed on G P s and their practices adopting Habermasian discourse
theory in their analysis. They were concerned about these accounting-based
changes and emphasised that a comparative study of the effects of these c o m m o n
accounting-based financial and administrative changes warrants investigation.
Ezzamel and Willmott (1993) reviewed some recent developments in governance
of public sector organisations in the U K making special reference to the areas of
health and community care.

They deployed the framework of institutional

economics in their review and argued that these reforms are being shaped and
directed by accounting and financial controls that are increasingly market oriented
and market driven. Purdy (1993) studied managers of four Ward Units during
some of the time that cash budget and resource management were being
introduced into a large teaching hospital under N H S in U K

His study was in

response to the calls for research of accounting in action within the context of the
N H S . His study supported the view (of Argyris, 1952 and of H o p w o o d , 1973)
that the ways in which budgets are used are directly related to the manager's
personality and are associated with the manager's style of leadership. Llewellyn
(1993a) explored the use of costing information in health and social services in U K
in the context of the advent of an internal market and argued that the continuing
development of the quasi-market in care will increase pressures to refine patient
costing. Petterson (1995) studied budgetary control in the hospitals in Norway
and found that there w a s a systematic decoupling between budgets and actual in
Norwegian hospitals and the management control w a s disintegrated from service to
production. Peursem et al. (1995) reviewed the measures and indicators of health
management performance in general (ie. not with respect to any particular country)
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adopting the views of Laughlin's (1993) "middle-range thinking'. They suggested
that a response to the problem of public sector performance reporting does not he
in the rejection of the notion of "performance indicators' (such as accounting
numbers as performance indicators) entirely and they believed that there may be a
constructive way forward.

Laughlin and Broadbent (1993) explored the nature of juridification and the
partnership of law and accounting in the specific context of two laws related to
education and health institution in the UK. These laws are the Education Reform
Act of 1988 and the National Health Service and Community Care Act of 1990.
Their analysis indicated that these laws are regulatory (material) law with a
strongly accounting emphasis and are guided by a particular simple accountingcentred political ideology concentrating the UK public sector encapsulated in the
"financial management initiative". They also argued that these enactment are
indeed "out of step" with the societal lifeworld and the social systems of education
and health. Laughlin and Broadbent (1995) studied managerial and organisational
effects of public sector reforms in the specific context of GP practices and schools.
They argued that the power of accounting to change social behaviour is limited,
particularly when any requirements can be absorbed by a specialist work group
specifically set up to absorb such environmental disturbances.

On the Overall Public Sector Reforms
Hood (1995)8 examined changes in public sector accounting in a number of OECD
countries over the 1980s and called this change "New Public Management' (NPM)
and argued that NPM involved a different concept of public accountability, with

8

. Although this paper is more of nature of a recommendation type and should have been in the
"technical category, it is included here in the alternative category for the paper's emphasis on
various socio-political issues on public sector reforms.
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different patterns of trust and distrust and hence a different style of
'accountingization'9. H e identified seven dimensions of change within this N P M :
(1) shift towards corporatised style, (2) shift towards greater competition between
public sector organisations and between public sector organisations and private
sector, (3) stress on private sector styles of management practice, (4) M o r e stress
on discipline and frugality in resource use, (5) emphasis on visible hands-on top
management, (6) M o v e towards more explicit and measurable standards of
performance and (7) greater emphasis on output control. H e also pointed out that
all these elements have got accounting implications for example, more cost centre
units, identifying costs and understanding cost structures, private sector accounting
norms, more stress on bottom line, more use of financial data for management
accountability, performance indicator and audit. However, he suggested that w e
should be cautious about assuming that public-sector accounting is likely to enter a
n e w age of global uniformity, at least in the sense of the wider public management
context within which it operates.

Institutionalisation of Government Accounting
Covaleski and Dirsmith (1995) studied the social and more specially rhetorical
construction of accounting and accountants in the public sector.

The study

examined the rhetorical process by which an ensemble of calculative practices and
techniques, including accounting, came to be adopted, developed and justified in
the state of Wisconsin ( U S A ) at the turn of the century under the progressive
leadership of Governor Robert M . L a Follette. The authors used primary and
secondary

archival

materials

to

explicate

three

rhetorical strategies -

Shakespearean, formalist and expertise - the Governor employed. They found that
the process of institutionalising these calculative techniques w a s and is profoundly

9

A term coined by Power and Laughlin, 1992, p.133 quoted in Hood, 1995, p. 93.
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political and reflective of the relative power, both overt and covert, of organised
interest groups.

On Organisational and Accounting Changes
Ogden (1995) investigated the ways in which accounting and accounting
information has contributed to and shaped the process of organisational change in
one area of the public sector of U.K. which is the ten Regional Water Authorities
of England and Wales. In this paper he described the ways in which accounting
has been instrumental in the processes of organisational change in the Water
Industry. Although this paper assumed that accounting is a powerful force of
change it also recognised the importance of the context within which it exists.
That is w h y this study is included in the "alternative' category. McCulloch and Ball
(1992) briefly summarised the accounting changes in the context of public sector
reforms in N e w Zealand focusing on the central government. They argued that
accrual accounting is a natural consequence of the reforms largely following
generally accepted accounting practices as followed in the private sector.

On Local Government Accounting and Reforms
Bergevarn and Olson (1989) studied the history of Swedish municipal accounting
in an organisational context using "myth' to interpret their ideas. They observed
that the accounting norms of a certain period are related to a myth. Change of the
norms proceeds from criticism of the dominating myth and its corresponding
norms.

W h e n there are many critics w h o share the criticism and support the

alternative, and when the criticism is strong enough, a ghost-myth is developed.
The ghost-myth symbolises an alternative set of ideas and often also an alternative
which is in contrast to the existing myth and norms. A successful ghost-myth
unites different actors and it is a lodestar for their discussion decisions and actions.
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They argued that reforms in the Swedish municipal accounting responded in the
mythical w a y mentioned above.

Olson and R o m b a c h (1996) explored the

contextual frames of the Treasurer's Department and their implications for using,
reforming and changing accounting in Swedish municipalities. In this context, they
argued that although the Treasurer's Department had long been basing its
legitimacy on the myth of economy, efficiency and effectiveness, instead of actually
implementing control systems, the Department has become a buffer between
politics and action. Jonsson and Solli (1993) conducted an extended, exploratory
case study with an action research approach on the use of financial information in
the social services sector in a local authority in Sweden. They observed that the
use of financial information to be socially, rather than cognitively, determined.
They further argued that for financial information to be used sensibly, it has to be
given meaning in context.

On the Education Sector
Jacobs (1995) studied the role of accounting in the educational reform process in
the N e w Zealand. H e studied four schools operating under this reform process
using a critical model of organisational change. Within the school studied, she
observed that there w a s an important "ritual' role of accounting information. H e
also argued that accounting in these schools did not appears to play a technorational function but a symbolic one. It w a s used by the schools to signal their
needs to the Ministry and to indicate that they were being accountable. Laughlin
and Broadbent (1995) studied managerial and organisational effects of public
sector reforms in the specific context of G P practices and schools. They argued
that the power of accounting to change social behaviour is limited, particularly
when any requirements can be absorbed by a specialist work group specifically set
up to absorb such environmental disturbances. Edwards et al. (1995) studied the
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development of local management of schools ( L M S ) initiative with particular
reference to the conditions of its emergence and its budgetary reforms. They
adopted institutional theory to explain the changes and consequences that have
been introduced by the functioning of LMS scheme. They argued that budgetary
reforms have a limited impact upon their organisations. Edwards et al. further
argued that the accounting-centric nature of the LMS has contributed to a
valorisation of accounting expertise at the expense of educational professionals. In
their other research Edwards et al. (1996) studied the development of Local
Management of School schemes at the Local Education Authorities level and the
formulation of budgetary "schemes" in UK. They observed that the fabrication of
accounting data has reflected not only the desire to maintain levels of resources to
each school at their historic levels (to pursue incrementalism), but was also a
response to the difficulties associated with attempting to apportion indirect costs to
new "cost centres" when such accounting information was previously unavailable
and unimportant.

Laughlin and Broadbent (1993) explored the nature of juridiQcation and the
partnership of law and accounting in the specific context of two laws related to
education and health institution in the UK. These laws are the Education Reform
Act of 1988 and the National Health Service and Community Care Act of 1990.
Their analysis indicated that these laws are regulatory (material) law with a
strongly accounting emphasis and are guided by a particular simple accountingcentred political ideology concentrating on the UK public sector and encapsulated
in the "financial management initiative". They also argued that these enactments
are indeed "out of step" with the societal lifeworld and the social systems of
education and health.
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3.4.3 APPRAISAL OF T H E 'TECHNICAL' ACCOUNTING LITERATURE - A N
AUSTRALIAN PERSPECTIVE

On Education Sector
Walts (1996) studied seven universities in Australia to investigate the creation of
slack by academic budget unit managers. T h e result of Watts' study indicated that
participation and performance evaluation which are thought to be the essential
elements for the creation of slack, do not necessarily apply in the university
context. H e argued that the ingredients and rationale necessary for the creation of
slack are different from those found in the literature oriented towards private
sector. Cameron and Guthrie (1993) reviewed the external annual reports of the
University of N S W for the period (1950 to 1988) in order to investigate the
possible links between changes in annual reporting practices and changes in
identifiable external or internal influences. They observed that with the exception
of recent State Government legislation and associated regulation, there w a s little
evidence of any external influence on reporting.

They also observed that the

University's annual reports contain a variety of financial and non-financial
information.

On Public Sector Performance Measurement
Guthrie

(1994b) outlined

several aspects of public business enterprises'

performance measurement and monitoring. H e recommended that individual rates
of return as performance indicators should be read in relation to other financial and
non-financial performance indicators. Otherwise such things as individual rates of
return figures m a y be misleading.

In another paper (see Guthrie, 1992a) he

explored several potential problems and tensions which are associated with the
theoretical limitations of the corporate management model, and the associated
performance measurement and indicators being promoted in the Australian public
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sector. H e pointed out that to be held "accountable' for performance against
clearly defined objectives is a key feature of the transformed annual reporting
mechanisms, however, there are several issues (eg. appropriate annual reporting
model to be adopted in the public sector) related to annual reporting which are still
contested.

Churchill (1992) pointed out the difficulty in comparing the

performance measures used by public sector organisations with those of their
private counterparts. H e recommended two methods of asset valuation to solve
this problem, I) historical cost for the purpose of comparing performance
measurement; and a measure of present day value for management purposes.
Hazell et al. (1995) pointed out that most organisations produce cost indicators as
part of their normal performance reporting process. They also argued that cost
indicators provide no information about either h o w well the activity was performed
or whether the money had been spent well. Therefore, they should be seen as only
the starting point of the performance reporting process and should be interpreted in
conjunction with other indicators of performance eg., workload indicators,
efficiency indicators and effectiveness indicators.

On Accounting Information System and Financial Reporting
Allan (1993) pointed out the existing deficiencies of financial data in various levels
of governments.

These is a lack of consistency, budgetary, accounting and

financial reporting formats and standards variations between governments,
inadequate and incomplete data, noncomparability of each government's financial
results and projections etc. H e argued that the adoption of comprehensive,
meaningful, accurate and comparable financial information will most importantly
strengthen the accountability framework and responsiveness to towards clients of
the Australian public sector organisations. S a m e findings were reported by the
survey of Ernst & Y o u n g (1995). O n e of the findings of this survey w a s that there
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was a lagging of the use of accrual accounting for management purposes and the
main problem in this regard w a s linked to inadequate information systems and poor
training o n h o w to use the information w h e n produced. However, Micallef (1994)
felt that the issuance and adoption of the Australian Accounting Standard ( A A S )
29 "Financial Reporting by Government Departments' will improve significantly the
quality of general purpose financial reporting by government departments in
Australia. H e further argued that the adoption of A A S 29 should increase the
relevance, reliability and comparability of information in the general purpose
financial reports of government departments.

O n the other hand Neil (1995),

Gaffikin (1996) and Burritt et al. (1996) have questioned whether A A S 29
produces this improvement

in government

reporting.

They

argued that

improvement in financial reporting or accounting methodology will not be able to
lead towards the objective of better financial management in the public sector
agencies.
application

In another aspect of financial reporting, Burns (1993) criticised the
of a traditional formula-based

approach

of depreciation for

"infrastructure assets (eg., water and sewer pipes or electricity grids)' of some
public sector agencies and argued that it gives false and misleading readings on rate
of return, written d o w n asset valuations and future liabilities and thereby reduces
the credibility of the financial reports of those agencies.

H e recommended

"condition-based' depreciation for these infrastructure asset.

Craig and Clark

(1993) raised some critical issues which arise in using published accounting data to
make financial assessment in collective negotiations in the public sector.

They

argued that conventionally prepared accounting data in the public sector are
unserviceable for effective bargaining.

They further argued that strong efforts

should be m a d e to ensure that enterprise bargains struck within the public sector
are based on appropriate financial information and there is a strong body of
anecdotal evidence which suggests this w a s not happening. Cameron and Guthrie
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(1993) reviewed the external annual reports of the University of N S W for the
period (1950 to 1988) in order to investigate the possible links between changes in
annual reporting practices and changes in identifiable external or internal
influences. They observed that with the exception of recent State Government
legislation and associated regulation, there was little evidence of any external
influence on reporting. They also observed that the University's annual reports
contain a variety of financial and non-financial information. Degeling et al. (1996)
performed a content analysis of the reports of the Joint Committee of Public
Accounts of the C o m m o n w e a l t h Parliament of Australia from the time of its
establishment in 1914 tp its suspension in 1932. From their analysis they argued
that although the Public Accounts Committee regarded them as a mechanism for
infusing financial and economic rationalities into day to day operations of
government departments and instrumentalities but its evident lack of interest in
accounting matters during those periods w a s significant.

Another group of authors whose researches were concerned about the
environmental disclosures in annual reports in the context of various reforms
within public sector are Gibson and Guthrie (1995), Burritt and Welch (1995),
Douglass (1995) and Gibson and Guthrie (1996). All of them pointed out that
both the quantity and quality of environmental disclosures in the annual reports of
public sector organisations are low and does not meet the expectations established
in the international sphere for private sector organisations.

Walker (1994) examined how the community service obligations (CSOs) of the
public sector agencies have been identified and costed in practice. H e argued that
the idea of identifying and costing C S O s inevitably involves arbitrary identification
procedures and arbitrary cost allocations. Accordingly, users of those reports m a y
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well be deluded by the data. H e also recommended that this risk of deluding data
m a y be reduced somewhat by full disclosure about the basis of identifying and
calculating the value of C S O s .

On Accrual Accounting
Ranby

(1996) evaluated

the introduction

accrual

reporting

within the

Commonwealth Department of Administrative Services ( D A S ) and recommended
that the introduction of accrual accounting must be carefully managed and
monitored if an agency wishes to realise internal benefit quickly and to avoid
investing in inappropriate information technology systems and financial reporting
formats.

There is a host of other practitioners/policy makers (eg Barrett, 1993; McPhee,
1993; Carter, 1994; McPhee, 1994; Mellor, 1996) in Australia w h o supported and
promoted the introduction of accrual accounting in both the budget and nonbudget sectors in Australia. O n the other hand there are practitioners/policy
makers (eg Clark-Lewis, 1996; Conn, 1996) in Australia w h o have expressed
scepticism as to the real benefits of the introduction of accrual accounting in the
governmental reports, especially at the whole of government level

On the Changing Environment and Role of Accounting
McPhee (1992) discussed the importance of accounting information to cope with
the changing environment in the Australian public sector and added that resource
management reforms and developments have necessitated better accounting
information for the various public sector agencies. H e further added that with the
increased focus on performance w e have seen a significant growth in departmental
management information systems, particularly financial management information
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systems. L a n s d o w n e (1992) described a range of financial management reforms
undertaken in the Australian Department of Administrative Services (DAS) in the
period 1987-1992. He pointed out that one of the consequences of the changed
financial management arrangement was the greatly improved financial control in
the DAS. In addition, the introduction of better systems of costing for labour and
materials in the DAS have allowed much greater cost awareness and cost control.

Roberts (1993) raised and explained various issues related to commercialisation in
the Australian public sector. He felt that business units established in various
public sector agencies as a consequence of commercialisation, will need to develop
much better accounting systems to identify and manage all costs. Johnson (1992)
pointed out some implications of the introduction of the 'user pays' philosophy in
the reform process (eg, the process of commercialisation) of the public sector in
Australia. He argued that the introduction of user pays has revealed the need for
new accounting technologies to manage the user pays properly, especially better
cost management is essential. Guthrie (1993) explored the broader move towards
commercialisation of the Australian public sector and in this context argued that as
public business enterprises change their form along the continuum of departments,
to statutory authorities, corporations and finally to privatisation, there are
significant differences between the accounting, auditing and accountabilities
arrangements under each form. Parker and Guthrie (1993) analysed the
implications of commercialisation for accounting, auditing and accountability
relationships and practices in Australian public sector organisations and
recommended a "middle-ground" accountability framework10. In terms of financial

10

. A "middle-ground" accountability framework allows for the retention of external
accountability of public sector organisations to government, Parliament, and the community. At
the same time, it allows for the possibility of improving the internal accountability relationships
within the public sector management hierarchy. (Parker and Guthrie, 1993, p . 76)
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accountability, they argued that there exists the possibility of drawing on the best
of both private and public sector accountability emphases, ie., some aspects of
private sector financial accounting and reporting practices m a y be imported to the
public sector with appropriate amendments, to suit the public sector environment.
Guthrie and Humphrey (1996) provided a comparison of trends and contradictions
in the public sector financial management development in Australia and Britain and
argued that the whole range of financial management reforms within the Australian
and British public sectors has had important implications for the public sector
accountants.

They further argued that the demands for more decentralised

financial management systems has brought in a shift of the works of public sector
accountants by reducing their direct influence on centrally controlled budgets but
involving them in the design of systems for allocating resources.

On Local Government
G o o d w i n and Kloot (1996) examined the linkage between the strategic and
budgetary processes in local government setting in Australia and N e w Zealand and
found a significant relationship between strategic communication and budgetary
response and for the Australian setting, although the processes were not found to
be as tightly linked as those in the N e w Zealand bodies, but in each case the
planning w a s incremental and budgeting led the development of strategy. Bellamy
and Kluvers (1995) studied whether the use of non-traditional forms of budgeting
(such as program budgeting) leads to improved resource allocation and the
enhancement of efficiency and effectiveness in local government in Victoria. Thenstudy showed little evidence in support of the claimed advantages of program
budgeting in local authorities in Victoria.
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On Healthcare Sector
Abernethy (1996) surveyed four Australian teaching hospitals to assess the extent
to which a physician manager's managerial orientation (MO) significantly
influences the effectiveness of both accounting and non-accounting control and
came to the conclusion that although this MO is not important for the effective
implementation of non-accounting forms of control but this MO has a payoff in the
form of improving the effectiveness of accounting controls in hospitals.

On Public Sector Auditing
Parker (1992) pointed out the unique characteristics of auditing in the public
sector. He argued that while there is much in common between audits in the
private sector and the public sector, it might be recognised that there are some
unique characteristics of the public sector audit. He further argued that the
emphasis on the audit of compliance with governing legislation and regulations is
an audit of accountability that requires much greater emphasis in public sector
audits than it does in the private sector audits. He spelled out warning against the
replication of private sector models to public sector organisational practices
because of the unique characteristics of the public sector.

Guthrie (1992b) pointed out the differences between public and private sector
practices of the audit committees. Audit committees in the public sector have been
limited to internal audit matters generally, while in the private sector the power of
independent non-executive directors has been limited. He suggested that both
management and accountability of both sectors could be enhanced by the
establishment of not only a narrow audit committee, but also a much more
embracing "accountability' committee made of independent stakeholders. Roche
(1995) commented on the expectations of an audit committee operating in a pubic
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sector departmental environment (Audit Committee of the Department of H u m a n
Services and Health) concerning both internal and external audit, and their
relationship. Roche argued that while the technical skills required of internal audit
and external audit are similar, the Audit Committee considers that internal audit
has a more important role to play in promoting improved performance within the
department and the Audit Committee considers that internal audit should be adding
value to the department's overall operations.

In addition to the literature mentioned above, there is an extensive literature on
various public sector accounting issues by the practitioners/policy makers in
Australia. For example, Sedgwick (1993) emphasised the concept of cultural
change in the financial management changes in Australia; Stevenson (1994)
emphasised the importance of proper financial management in a re-invented
government like Australia; and Wallace (1994) explored the use of A A S 29 in
financial reporting for government departments.

3.4.4 APPRAISAL OF THE 'ALTERNATIVE' ACCOUNTING RESEARCH - AN
AUSTRALIAN PERSPECTIVE

On Healthcare Sector
Adopting Latour's sociology of translation, Chua (1995) produced an ethnography
of three Australian public hospitals w h o were in a transition process of introducing
diagnostic-related groups ( D R G s ) based accounting k n o w n as the Yale Cost
Model ( Y C M ) . She observed that accounting change in these hospitals emerged
not because there w a s certain knowledge of positive economic outcomes but
because of an uncertain faith, fostered by expert-generated inscriptions and
rhetorical strategies. She further argued that accounting did not just passively
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reflect an unproblematic economic reality, instead, it actively transformed existing
representations of health organisations and their activities.

On Organisational and Financial Management Changes
Guthrie and Parker (1997) identified several contextual variables (such as social,
political, economic, institutional and professional forces and interrelationships) that
have helped shape the nature of financial management changes at the federal level
of government in Australia. They argued that these financial management changes
m a y ultimately induce significant cultural tradition changes in the national
community, in terms of expectations regarding health care standards, welfare
policy, law and order practices and so on. They further argued that the potential
for the Habermasian vision of a colonisation of the lifeworld by the steering
mechanism is present in this scenario. Guthrie (1997) presented a contextual and
historical analysis of recent accrual accounting developments in the Australian
public sector and argued that recent accrual accounting reforms are open to
question on a wide number of grounds, from their faith in apparent business
accounting, old fashioned management accounting techniques and reliance on a
commercial view of accounting reporting standards. H e called for further study in
this area.

Guthrie (1994a) in his doctoral thesis provided a historical analysis of several
developments in Australian public sector accounting and argued that there is a
close link between the managerialist reforms in the Australian public sector and
accounting developments. Kaidonis (1996) conducted an ethnographic study of
organisational change and the role of accounting information systems of the South
Australian Housing Trust ( S A H T ) .

She observed that initially accounting

information systems (AIS) in S A H T were seen as a consequence of the changes in
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leadership and organisational structure. T h e A I S in S A H T emerged as a silent
instrument for change in the rest of the non-financial aspects of the organisation
and thereby Kaidonis' thesis provides an example of A I S as an instrument of
cultural change in S A H T .

On Public Sector Accountability
Sinclair (1995) explored the concept of "accountability' as viewed by the Chief
Executives ( C E O s ) of Australian public sector organisations in their social context
and identified five forms of accountability - political, public, managerial/financial,
professional and personal.

She did not agree with the existing notion of

accountability as a matter of imposing programme budgeting, performance
monitoring and tighter audits.

In contrast, her findings revealed that C E O s

constructing accountability by managing

meaning, through subjective and

linguistic, interactive and political processes.

On Commercialisation
Guthrie (1993) studied (although this paper raised various technical issues of
accounting, but is brought here under the "alternative' heading because it raised
issues concerned with the organisational context as well) the implication of
commercialisation of public business enterprises (PBEs) at the C o m m o n w e a l t h
government level in Australia. H e argued that as P B E s change their form along the
continuum of departments, to statutory authorities, corporations and finally to
privatisation, there are significant differences between the accounting, auditing and
accountabilities arrangements under each from. H e further argued that indeed the
wider use of the corporate form or privatisation as a vehicle for conducting the
business of P B E s can be expected to weaken arrangements for accountability
within the public sector.
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On Financial Reporting
Dyke (1995) provided an overview of financial reporting developments in the
governments and discussed these developments in the context of conceptual
framework. Concepts statements which w a s considered by Dyke in his discussions
are Statement of Accounting Concepts ( S A C ) 1, 2, 3 and 4: Definition of the
Reporting Entity(SAC 1), Objective of General Purpose Financial Reporting ( S A C
2), Qualitative Characteristics of Financial Information ( S A C 3), and Definition
and Recognition of the Elements of Financial Statements ( S A C 4); Australian
Accounting Standards ( A A S ) 2 7 and 29: Financial Reporting by Local
Governments ( A A S 27), and Financial Reporting by Government Departments
( A A S 29). Considering these concept statements and standards, Dyke argued that
progress on improving government financial reporting has been achieved quite
rapidly and there have been significant developments in government financial
reporting.

3.5 CONCLUDING REMARKS
This literature review has been consistent with the goals and objectives mentioned
at the beginning of this chapter. Accordingly the literature reviewed has been
classified under the two broad categories of "mainstream' (ie. technical) and
"alternative' accounting research in the area of public sector reforms. Again, since
the thesis is concerned with the public sector in Australia, the literature has also
been categorised into "Australian' and "non-Australian'. The scope, limitation and
qualifications of this review were also mentioned in the "introduction' section and
also in the section 3.4.

In terms of the differences of the views of the "practitioners' (mainly the policy
makers) and "academics', the general finding from this literature review is that
almost all of the literature put forwarded by the practitioners is "technical' in
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nature and falls within the framework proposed by Halligan and Power (1992, see
section 3.4). This literature (technical) is concerned with explaining the change (eg
accounting change) in the public sector.

T h e authors seek environmental

explanations for the changes, focusing on the strategies for reforms as well as
seeking to account for the successes and failures of reform initiatives.
contextual elements are there.

No

O n the other hand the academics contributors

m o v e d around within both the mainstream and alternative research paradigms.
Another interesting finding is that the majority of the practitioners were optimistic
in their views on the reform processes, whereas, the majority of the academics have
been either pessimistic or critical on the reform processes. Again criticisms of
reforms have been plentiful, but few of the critics have gone o n to propose
alternative strategies for the reform of the public services.

While the practitioners/policy makers are straight forward concerning the logic and
success of public sector reforms, the academic raised questions about the reforms
and related policy issues, such as:
•

social cost of reforms;

•

the subversion of the reform process to political, managerial and private gains
of the politicians and bureaucrats;

•

distortions of service objectives due to reforms;

•

welfare and distributional considerations are downgraded at the cost of
commercial objectives;

•

covering up accountability issues by producing cosy annual financial reports;
and

•

whether private sector management philosophy is appropriate to public sector
activity where public sectors are destined for the community obligation, public
interest, social justice etc.
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With respect to the adoption of theoretical perspectives, critical perspective,
institutional theory, Latour's sociology of translation, Gidden's structuration
theory, a hermeneutical perspective, Habermasian discourse and institutional
economics were found to be adopted by the various authors in their analyses.

Globally (mentioned as "international context' in the review) the findings from the
review are that the research scenario did not change that m u c h from the previous
two surveys of Lapsley (1988) and Broadbent and Guthrie (1992). There is still a
paucity of research in public sector accounting reforms related literature which has
adopted the "alternative' perspective. Most of the research is still of a descriptive
type and without m u c h relevance beyond a specific context. Another observation
is that the research which has adopted the "alternative' the perspective, majority of
studies are concerned with the reforms in the health care sector and is focused on
institutional arrangements in general. A n d finally, there is a paucity of micro level
studies (such as studying the experience of a particular governmental agency)
which have adopted the "alternative' perspective at the same time.

The findings in the Australian context is that there is a dire paucity of public sector
accounting reforms related research.

This is found in both the cases of

"mainstream' and "alternative' accounting research, with far fewer alternative
studies than mainstream ones. Most of the works are related to reforms in the
Commonwealth level and very few are related to the State levels, specially N e w
South Wales ( N S W ) . There is also a paucity of micro-level studies which have
adopted the "alternative' perspective at the same time. Again in Australia the
literature on reforms is dominated by 'official' style publication and does not go
beyond general, descriptive overviews of the reforms. T h e observation of this
survey, are synonymous with the c o m m e n t s of Guthrie and Parker (forthcoming)
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w h o have pointed out that management and accounting researchers in Australia
have fallen into two camps - the vast majority of whom have chosen to ignore the
public sector altogether and a minority who have taken on the role of external
critics only.

Again, although there are studies in Australia and in other English speaking
countries (very few in numbers) which have shown an interest in organisations and
contextual research in accounting, there is still a dearth of closely observed and
theoretically informed studies of the experiences of various governmental
agencies. Hence, it supports the rationale (as mentioned in the previous chapter)
of studying the experience of a particular governmental agency in NSW.

These findings from the literature review illustrate the concern of Hopwood (1979,
p. 145) who felt that "how little we know about the actual functioning of
accounting systems in organisations'. These findings also indicate the need for
contextual studies in public sector accounting and reforms as propounded in the
works and views of the various accounting researchers and authors11.
Consequently, this thesis will explore at the microphysics (microscopic studies Geertz, 1973, p.21 or micro level research - Archer, 1987, p. 401 or
microsocioligical approach - Puxty, 1993, p. 60) level the reforming and actual
functioning of accounting and related contextual elements. The context here is the
recent public sector reforms in the Australian state of New South Wales.

11

For example, Burchell et al. (1980, p. 6); Hopwood (1984, p. 177); Roberts and Scapens
(1985, p. 444); Hopper and Powell (1985, p. 447); Burchell et al. (1985, p. 382); Neimark and
Tinker (1986, p. 392); Chua, (1988, p. 9); Morgan (1988, p. 481); Hines (1989, p. 53); Laughlin
et al. (1989, p. 5); Dillard (1991, p. 9); Morgan and Willmott (1993, p. 5); Lodh (1994); Miller
(1994, p. 6); Mangos and Lewis (1995, p. 40) and Laughlin (1995, p. 69).
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So, in the previous chapter it w a s decided to study accounting technology in the
context of public sector reforms in NSW of a particular governmental agency. It
was also decided to follow the alternative accounting research tradition. This
chapter provided literary evidence to support the rationale of doing such research.
The next chapter explores the 'alternative accounting research' further.

CHAPTER FOUR
THE JOURNEY TO THE 'WORLD' OUT THERE - OVERVIEWS
OF RESEARCH METHODS
If you say that everything - chaos, darkness, anathema - can
be reduced to mathematical formula - then man will go insane
... Man's whole business is to prove that he is a man and not a
cog-wheel - Dosleovsky (quoted in S.R. Lawrence, 1990, p. 25)

4.1 INTRODUCTION
A s mentioned in the previous two chapters, this study used a single case with
strong naturalistic and interpretive interests.
contributed

to adopt

such

There are two factors which

a perspective, namely, (1) the ontological,

epistemological, axiological, rhetorical and methodological assumptions of
naturalistic and interpretive research paradigms, and (2) the nature of the research
problem.

It is argued that the selection of research methodology in any area of social science
is dependent o n the researcher's value based assumptions about 'ontology' and
'methodology'. Research in accounting is not an exception. There are researchers
in accounting w h o viewed accounting and accountants in pure technical terms and
promoted functionalist or positivist paradigms of accounting research. Again there
are researchers in accounting w h o viewed accounting in an alternative w a y and
promoted naturalistic and interpretive paradigms of accounting research. Within
this later group of researchers, for example, H o p w o o d (1983) viewed accountants
as not just technicians practising a technical craft but rather as are subjective
constructors of reality, producing partial and one-sided views of reality. H e also
viewed accountants as not simply measuring or reporting reality, but as also
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constituting reality. There is a group of authors who have viewed accounting as it
now functions as a cohesive and influential mechanism for economic and social
management. (Burchell et aL, 1980; Morgan, 1988, Morgan and Willmott, 1993;
Miller, 1994). Some authors have emphasised that accounting should embrace the
realm of social as well as the economic insights into the functioning of
organisations (Tomkins and Groves, 1983; Burchell et al., 1985). Miller (1994)
argued that accounting could be studied with much the same tools, and in a similar
fashion, to the way in which organisation theorists and sociologists have so
fruitfully studied other professionalised practices such as law, medicine, and
psychiatry. There is another group of authors who have pointed out the 'power'
aspect of accounting and have indicated accounting's capacity to create and
control social reality and translate this reality into empowerment for those who use
it. These researchers have further argued that such power resides in organisations
and institutions, where it is used to instil values, sustain legitimising myths, mask
conflict and promote self-perpetuating orders (Berger and Luckman, 1966;
Tomkins and Groves, 1983; Hopwood, 1983, 1984; Burchell et al., 1985; Meyer,
1986; Richardson, 1987). There is another group who have brought in the class
struggle of society and argued that throughout society the influence of accounting
permeates fundamental issues concerning wealth distribution, social justice,
political ideology and environmental degradation (Hopper et aL, 1987; Bougen,
1989; Neimark and Tinker, 1986). All these authors have viewed the research
domain of accounting as not only dynamic but also multidimentionaL All these
authors have felt that accounting is not a static reflection of economic reality, but
rather is a highly partisan activity. They have further emphasised that accounting's
essence can be best understood through its impact on individuals, organisations
and societies. These alternative beliefs on accounting led to further calls for
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naturalistic and interpretive research in accounting and calls for understanding how
the accounting techniques and technologies are used in particular contexts1.

In addition to the ontological and epistemological beliefs of the researcher, the
nature of the research problem is an important factor in choice of methodology and
method of carrying a research. Creswell pointed out that,

Whether certain 'problems' are better suited for qualitative or
quantitative studies is open to debate. However, the nature of the
problem is an important factor, albeit only one on the list. For
quantitative studies the problem evolves from the literature, so a
substantial body of literature exists on which the researcher can build.
Variables are k n o w n , and theories m a y exist that need to be tested and
verified. For qualitative studies the research problem needs to be
explored because little information exists on the topic. T h e variables
are largely unknown, and the researcher wants to focus on the context
that m a y shape the understanding of the phenomenon being studied.
(Creswell, 1994, p. 10)

Similarly, Llewellyn (1993b) argued that what is researched and how it is
researched is interlinked. Same is the case with the choice of methodology for this
study. The research problem of this study is, in a broader sense, to investigate the
use, reform and change of accounting in the context of public sector reforms in
Australia. To study how accounting discourses and practices are contributing to,
and are being transformed by, the development of new management practices
prompted by public sector reforms. It is a problem for which very little
1

See for example, Burchell et al. 1980, p. 6; Hopwood 1983, p. 287, 1984, p. 177; Tomkins and
Colville, 1984; Roberts and Scapens 1985, p. 444; Hopper and Powell 1985, p. 447; Burchell et
al. 1985, p. 382; Neimark and Tinker 1986, p. 392; Chua, 1986, p. 603, 1988, p. 9, 1988a, p.
60; Richardson, 1987, p. 352; Morgan 1988, p. 481; Hines 1989, p. 53; Laughlin et al. 1989, p.
5; Dillard 1991, p. 9; Forester, 1992, p. 47; Llewellyn 1993b, p. 232; Morgan and Willmott
1993, p. 5; Lodh 1994; Miller 1994, p. 6; Mangos and Lewis 1995, p. 40; Laughlin 1995, p. 69
and Young and Preston, 1996, p. 107. It should be mentioned that research carried out under
these viewpoints are termed in various names such as "alternative' accounting research (see for
example, Chua, 1986, p. 613; Laughlin, 1995, p. 69); and in the public sector context,
Broadbent and Guthrie, 1992, p. 5); 'new' accounting research (see for example, Morgan and
Willmott, 1993); 'radical' accounting research (see for example, Hines, 1989, p. 53).
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information exists and there are important issues about which little is known and
certainly the problem needs to be explored further2. In a sense this study is also
aiming at producing a 'thick description'(Geertz, 1973) of the contextual
understanding of the phenomena to be studied. Gathering data using quantitative
method (or known as questionnaire study) will not be enough to produce a thick
description of the phenomena or the context and will not provide the opportunity
to know the few people in the field (eg public sector for this study) or a social
system really well. Finally, as is mentioned earlier (by quoting a number of
authors) accounting is a socially constructed and subjective reality. So, the
mainstream perspective or the scientific method wherein the relationships among
naturally occurring phenomena are assumed to be enduring, quantifiable, and
objectively determinable - is an incorrect paradigm that limits the perspectives for
doing accounting research. Considering all these, in this study it is decided to
gather data through qualitative research strategies in order to provide a 'thick
description' (thereby to adopt the ethnographic tradition) of the 'experiential
understanding' (Geertz, 1973; Stake, 1995) of the phenomena in the context of
public sector reforms.

This chapter describes the various aspects of qualitative research strategies and
various aspects of my data collection thorough fieldwork. It is said that
description of methods of research usually takes place as a retrospective account,
that is, a report written after the research has been completed. Accordingly, much
of the writings of this chapter took place after the fieldwork was completed.

2

It is already been pointed out in the literature survey chapter that there is a paucity of
contextual studies in the area of accounting and public sector reforms in N S W .
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The chapter is organised as follows. Section 4.2 outlines the assumptions of
qualitative research and section 4.3 provides hits about various approaches of
qualitative research. Sections 4.4 and 4.5 describe ethnography as an approach of
qualitative research including the varieties of ethnographic research and their
theoretical domain. Section 4.6 gives some hints about maintaining internal and
external validity of such research approaches. So, sections 4.2 to section 4.6 are
mainly dealing with the research methods.

Afterwards sections 4.7 and 4.8

describes h o w access is gained for the field investigation and h o w data are
collected from the field. Section 4.9 provides list of uncontrollable limitations
faced during the field study.

4.2 THE ASSUMPTIONS OF QUALITATIVE RESEARCH PARADIGMS
The

term

qualitative

and/or

methodological perspective.

interpretive

research

paradigm

reflects a

In a general sense, qualitative (or interpretive)

research attempts to describe, understand and interpret the meanings that human
actors apply to the symbols and interpret the meanings and the structures of the
settings in which they find themselves (cf. Berger and Luckman, 1966; M e h a n and
W o o d , 1975; Chua, 1988a; Denzin and Lincoln, 1994; Vidich and Lyman, 1994).
The qualitative research paradigm allows researchers to m a k e progress towards
understanding a turbulent and complex reality. Table 4.1 displays assumptions of
qualitative paradigms mentioned by Creswell (1994) based on ontological,
epistemological, axiological, rhetorical, and methodological approaches.

The historical development of qualitative research in sociology and anthropology
shows a marked change in opinion over time on what qualitative research is.
Variations to the nature of qualitative research have occurred over time.
Qualitative research has meant different things to different individuals and groups
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at five identifiable historical moments (Denzin and Lincoln, 1994). They (ibid)
described these periods as the traditional period associated with the positivist
paradigm (1900-1950); the modernist or golden age (1950-1970), blurred genres
(1970-1986); the crisis of representation (1986-1990); and postmodern or present
moments (1990-present). They (ibid) argued that successive waves of
epistemological theorising move across these five moments. The traditional period
is associated with the positivist paradigm, The modernist or golden age and
blurred genres moments are connected to the appearance of postpositivist
arguments.

Table 4.1
Qualitative Paradigm Assumptions
Assumption

Question

Ontological

W h a t is the nature of reality? Reality is subjective and multiple
as seen by participants in a study
W h a t is the relationship of
Researcher interacts with that
the researcher to that
being researched
researched?
W h a t is the role of values?
Value-laden and biased
What is the language of
Informal
Evolving decisions
research?
Personal voice
Accepted qualitative words
W h a t is the process of
Inductive process
Mutual simultaneous shaping of
research?
factors
Emerging design - categories
identified during research
process
Context-bound
Patterns, theories developed for
understanding
Accurate and reliable through
verification

Epistemological

Axiological
Rhetorical

Methodological

(Source: Creswell, 1994, p.5, modified)

Qualitative Paradigm
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In contrast to the positivist paradigm, at the same time, a variety of new
interpretive, qualitative perspectives made their presence felt, including
hermeneutics, structuralism, semiotics, phenomenology, cultural studies, and
feminism. In the blurred genre phase, the humanities became central resources for
critical, interpretive theory, and the qualitative research project was broadly
conceived. The blurred genre phase produced the next stage, the crisis of
representation, where researchers struggled with how to locate themselves and
their subjects in reflexive texts. The postmodern moment is characterised by a new
sensibility that doubts all previous paradigms. They (ibid) argued that any
description of what constitutes qualitative research must work within a complex

historical field (ibid). In tracing the history of qualitative research in sociology and
anthropology, they (ibid) consider traditions and theoretical perspectives, major
schools (Manchester/Chicago/ Frankfurt), a variety of research topics, social
'problems', individuals and groups. The complex historical field commented upon
is underscored by a complex interconnected family of terms, concepts and
assumptions embedded in major paradigms or worldviews (positivist/realist,
constructivist/interpretive, critical/ emancipatory, poststructural/feminist).

Denzin and Lincoln (ibid) pointed out that qualitative research does not have a
distinct set of methods that are entirely its own. Qualitative researchers use
semiotics, narrative, content, discourse, archival and phonemic analysis, even
statistic (ibid). They also draw upon and utilise the approaches, methods, and
techniques of ethnomethodology, phenomenology, hermeneutics, ethnographies,
deconstructionism, psychoanalysis, cultural studies, interviews, survey research,
and participant observation (ibid). So, finding the way thorough such a maze of
choosing a specific qualitative research approach often becomes a difficult task for
a researcher. The following section describes more about such maze.
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4.3 FINDING A W A Y T H R O U G H THE MAZE
'Qualitative' is an umbrella term involving a number of techniques, approaches and
strategies. The various research approaches under qualitative research design are
discussed in the previous section. Denzin and Lincoln (1994) argued that all of
these research practices can provide important insights and knowledge. No
specific method or practice can be privileged over any other, and none can be
eliminated out of hand. Hammersley added a caution in this regard and argued that,

In doing research we are not faced with a fork in the road, with two
well-defined alternative routes between which to choose. The research
process is m o r e like finding one's w a y through a maze. A n d it is a
rather badly kept and complex maze; where paths are not always
clearly distinct, and also wind back on one another; and where one can
never be entirely certain that one has reached the centre.
(Hammersley, 1992, p. 183)

For example, there are three non-functionalist sociological paradigms, (eg
interpretive, radical humanist and radical structuralist) proposed by Burreli and
Morgan (1979) to view a social phenomenon. Now the difficult task may be to
choose one of them for this study. It is also necessary to decide which specific
qualitative design (ie ethnography, case study, phenomenology, cognitive
anthropology, symbolic interactionism, ethnomethodolgy etc.) will lead to the
centre of the phenomenon to be researched. Miles and Huberman (1994, p. 6)
drew a picture of a 'qualitative research tree' the branches of which are the various
qualitative research designs. At the ground or root level of the tree the researcher
has the 'everyday life' in front him/her to experience, enquire and examine. Then,
in the trunk of the tree there are four main strategies for data collection namely,
archival strategies, interview strategies, nonparticipant observation strategies and
participant observation strategies. Then this wide trunk of the tree divides into
two more wide (but still thinner than the main) trunks one leading to field study,
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phenomenology and ethnomethodology etc. and other leading to ethnography,
ethnology and anthropological life history etc.

So, Basically these qualitative designs belong to similar ontological,
epistemological and methodological assumptions. They overlap and the noticeable
difference is in their w a y of presenting the narratives or the w a y of describing the
actors' actions. They are also interrelated (Dillard, 1991, p. 12). Denzin and
Lincoln (1994) indicated that the qualitative researcher-as-brico/eur (italics by the
authors) uses tools of his or her methodological trade, deploying whatever
strategies, methods, or empirical materials at hand. The choice of what tools to
use, which research practices to employ, is not set in advance. The choice of
research practices depends upon the questions that are asked, and the questions
depend on their context, what is available in the context, and what researcher can
do in that setting. They (ibid.) further indicated that the researcher-as-briocoleurtheorist works between and within competing and overlapping perspectives and
paradigms.

Similar confusion was also experienced at the initial stage of the data collection for
this study.

However, considering the research problematic (as mentioned in

chapter 2 and 3), as mentioned at the beginning of this chapter, this study will be
based on the ethnographic tradition in order to provide a thick description of the
experiential understanding of the phenomena under study. It w a s also decided (as
mentioned in an earlier chapter) from the beginning to follow an 'alternative
research' tradition.

But, ethnographic

study

may

also

fall under

a

functionalist/positivist paradigm (see for example, G u b a and Lincoln, 1994;
Janesick, 1994).

S o it is decided to follow a sort of ethnomethodological

ethnographic (Chua, 1988a, p. 65) tradition which is the study of h o w people go
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about doing what they do in their everyday life or to discover the situated
rationality of competent actors' 'doings' in particular context (Jonsson and
Macintosh, 1995). To repeat again the context for this study is the public sector
reforms in Australia. In the study it is not only intended to adopt the actors'
perspective but it is also intended to analyse the actors' perspective (Chua, 1988a).
The next few sections describe the various aspects of ethnography.

4.4 ETHNOGRAPHY: AN APPROACH OF QUALITATIVE RESEARCH
Ethnography is recognised as an important and major approach in qualitative
research. The large and growing literature on ethnography can be explored in
Geertz (1973, 1984, 1988), Agar, (1980, 1986), Van Maanen (1988), Hammersley
(1992), Denzin and Lincoln (1994) and other sources such as a large number of
textbooks on qualitative research. The literature on ethnography stretches from
anthropology to sociology and from the 19th century to the present. Contemporary
ethnography, both by name and practice, has moved beyond the bounds of
anthropology to include scholars in communication, criminology, education, family
studies, justice studies and organisational studies. While there are numerous
definitions of ethnography, a good working definition is the 'study of and
representation of people or groups'. The working definition may be modified
slightly by substituting "culture" for people. For example, Van Maanen (1988, p.
1) defined it as the written representation of a culture.

The most agreed-upon character of ethnography is that the ethnographer must
spend time in 'the field', intensively working to understand the people (Geertz,
1973; Van Maanen, 1988; Hammersley, 1992). Despite the agreement, Bantz
(1993) pointed out that each of the critical terms - time, field and intensive

(emphasis and italics are mine) - are intentionally vague. The field may be literally
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a playing field, a neighbourhood, an organisation, rock bands and the social world
they inhibit, communicative practices of cultures. The amount of time spent in the
field m a y vary from a brief period to years. T h e amount of time m a y vary in
relationship to the intensity of the fieldwork. W h a t the ethnographer needs to do is
sufficient fieldwork to gain a rich understanding of the people and the phenomena
to provide a 'thick description' of the researched (Geertz, 1973).

Since each

'case' is unique, the length and time and the intensity of involvement will vary from
case to case.

Ethnography is interested in all practices of people - how people relax, how they
talk, h o w they walk, h o w they build relationships, h o w they create organisations.
Ethnographers are noted for their ability to keep an open mind about the group or
culture they are studying. However, this quality does not imply any lack or rigour.
The ethnographer enters the field with an open mind, not an empty head.

4.5 THE THEORETICAL AND METHODOLOGICAL DOMAINS OF
ETHNOGRAPHY
Ethnographers have been influenced by a variety of theoretical movements and
traditions eg structural functionalism, symbolic interactionism, cultural and
cognitive anthropology, feminism, critical theory and postmodern approaches.
Vidich and L y m a n (1994) argued that an ethnographic tradition has existed from
the Greeks and the fifteenth and sixteenth-century interests of Westerners in the
origin of primitive cultures to colonial ethnology connected to the empires of
Spain, England, France, and Holland.

They further argued that the guiding

frameworks for those w h o have used this method in the past have all but been
abandoned by contemporary ethnographers. T h e social-historical transformation
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of society and consciousness in the modern world have undermined the theoretical
and value foundation of the older ethnography.

The contemporary ethnographic-inductive format, favoured by the qualitative
researchers, is influenced by the postmodernist outlook (Vidich and Lyman, 1994).
Postmodern ethnographers have strong reservations about imposing a prestructured theory onto the world. The postmodern ethnographer proceeds with
the notion that human beings are not physical objects but, rather, conscious,
decision-making and often irrational beings. Order is often unstable and
changeable. Cause and effect is an artificial concept which oversimplifies complex,
continuous processes of metamorphosis and ambiguity. Social science should

indeed go out into the world but with only a desire to listen and participate (known
as postmodern approaches to ethnography, see for example, Vidich and Lyman,
1994). One must bracket one's former understanding about particular social
phenomena and attempt to understand these processes from the point of view of
the experienced - how people go about doing what they do in their everyday life
within specific domains of socially organised actions - a term coined by Garfinkel
as Ethnomethodology (see Mehan and Wood, 1975, Chua, 1988a). This concern
with the insider's point of view is often called phenomenology, while a concern for
the way in which people interpret, think and make sense of their world is called
symbolic interaction. Another two distinct brands of ethnographies are cognitive
anthropology describing how competent actors generate meanings (Jonsson and
Macintosh, 1995, Dent, 1991) and critical ethnography describing the
consciousness or the lived experiences of people living in asymmetrical power
relations (Quantz, 1992, p. 448, quoted in De Laine, 1997). The world 'out there'
is several 'worlds'. There is less concern for the objective and more concern for
how people make and understand their world. Worlds are 'lived-in' places and the
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ethnographer must socially or at least psychologically, try to enter that world. The
world is not objective but subjective.

Guba and Lincoln (1994) argued that both qualitative and quantitative methods
may be used appropriately with any research paradigm. They further argued that
questions of method are secondary to questions of paradigm which they defined as
the basic belief system or worldview that guides the researcher, not only in choices
of method but in ontologically and epistemologically fundamental way. In this
sense 'ethnography' when regarded as a method may even be connected to the
positivist paradigm depending on the researchers ontological and epistemological
assumptions. Use of the ethnographic approach of data collection and writing does
not mean that the research being conducted is interpretive or qualitative. Janesick
(1994) argued that the ethnographic approach can be used by researchers with a
positivist orientation who deliberately exclude from the research interest the
immediate meanings of actions from the actors' point of view. Atkinson and
Hammersley (1994) argued that ethnography has been claimed to represent a
uniquely humanistic, interpretive approach, as opposed to supposedly scientific and
positivist positions and at the same time, within the ethnographic tradition there are
authors espousing a scientific stance. However, they also argued that much
thinking about ethnographic methodology in recent years has been based on a
rejection of positivism. In most situations now-a-days the typical model for
ethnographic research is based on an interpretive and phenomenologically oriented
programme. This paradigm embraces a multicultural perspective because it
accepts multiple realities. People act on their individual perceptions, and those
actions have real consequences - thus the subjective reality each individual sees is
no less real than an objectively defined and measured reality. Phenomenologically
oriented studies are generally inductive and they make few assumptions about sets
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of relationships. Such an approach is also the basis of grounded theory (see for
example, Parker and Roffey, 1996).

So the ethnographers are affiliated with a variety of academic disciplines,
theoretical orientations and traditions, major schools of thought, research topics
and fieldwork sites but all fall under the similar ontological, epistemological and
methodological assumptions of qualitative research. Atkinson and Hammersley
(1994) argued that the philosophical, ethical, and methodological strands of
ethnography intertwine. These philosophical and methodological strands meet and
coalesce to form particular schools or subtypes of ethnography which are engaged
with different theoretical movements and fashion (eg structural functionalism,
symbolic interactionism, cultural and cognitive anthropology, feminism, Marxism,
ethnomethodology, critical theory, cultural studies, postmodernism). And all these
theoretical and methodological strands bear a resemblance which is the attempt to
describe how the research subjects make sense of their world.

The crucial question is whether 'ethnography' itself can be seen as a
philosophical/methodological paradigm or just as a method of research. For
example, Atkinson and Hamersley (1994) pointed out that some see ethnography
as a philosophical paradigm, while others see it as a method of research and there
are positions between these extremes. Llewellyn (1993b) proposed a distinction
between methodology and methods, which is, - methodology reflects the
ontological and epistemological assumptions of the researcher (particularly those
concerning the relationship between subject and object) whereas methods are
secondary concerns around the techniques used for data collection. In this sense
ethnography is more than the techniques of data collection and requires being
treated be as a methodology. Agar (1980) argued that ethnography is an
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ambiguous term, representing both process and product and it may be guided by
any number of theories and methods. It is an unresolved issue but it is an agreed
upon fact that ethnography is the art and science of describing a group or culture.
The interest of ethnographic research comes from a description of events in types
of setting of which the reader probably has no experience. This is an interpretive
act that occurs with the writing of texts and ethnographic insights and need not be
tied to any particular political view or theoretical paradigm. Although
ethnographies are believed to be anthropological endeavours, ethnography is not
exclusively the work of anthropologists who are totally 'immersed' in some foreign
and far-away culture for a long period of fieldwork. Psychologists, physicians,
social workers and other researchers may engage in ethnography, but are not likely
to define a problem in quite the same way as anthropologists.

4.6 INTERNAL AND EXTERNAL VALIDITY OF ETHNOGRAPHIC
RESEARCH
The traditional criteria of methodological adequacy and validity were formulated
and essentially 'owned' by positivism but ethnographers usually took a different
approach (Altheide and Johnson, 1994). Denzin and Lincoln (1994) pointed out
that terms such as credibility, transferability, dependability, and conformability
(italics by the authors) have replaced the usual positivist criteria of internal and
external validity. The goal of ethnography as mentioned in the previous section is

to grasp the native's point of view, his relation to life, to realise his vision of his
world and Hammersley (1992) pointed out that an account is valid or true if it
represents accurately those features of the phenomena that it is intended to
describe, explain or theorise. Janesick (1994) pointed out that descriptions of
persons, places, and events have been the cornerstone of the credibility of
qualitative research. The use of multiple methods of data collection or
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triangulation reflects an attempt to secure an in-depth understanding of the
phenomenon in question and triangulation is regarded as an alternative to
validation (Denzin and Lincoln, 1994).

So, the claim of ethnography to high internal validity derives from the data
collection and analysis techniques used by ethnographers. The ethnographer's
common practice of living among participants and collecting data for long periods
provides opportunities for continual data analysis and comparison to refine
constructs. Informant interviews, a major ethnographic data source, necessarily
must be placed close to the participants are less abstract than many instruments
used in other research designs. Participant observation - the ethnographer's other
key source of data - is conducted in natural settings that reflect the reality of the
life experiences of participants more accurately than do more contrived or
laboratory settings. Finally, ethnographic analysis incorporates a process of
researcher self monitoring, termed disciplined subjectivity, that exposes all phases
of the research activity to continual questioning and re-evaluation. Jonsson and
Macintosh (1995) pointed out that the narrative in ethnographic writing is

considered valid if it persuades readers that "this is life as it is lived by real people,
in real times, and in real places" (quotation marks by the authors).

It is argued that since ethnographic studies are generally case studies from a single
setting, these have difficulty in being able to translate to other similar settings.
However, Hammersley (1992) argued that to say that studying a single case offers
a weaker basis for generalisation to large, finite populations compared with a
survey is not to say that it provides no basis for such generalisation, or that we
cannot improve and assess the generalisability of its findings. Hammersley (ibid)
further added that it is very important not to think of generalisability as
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synonymous with the use of statistical sampling. Statistical sampling is one useful
way of providing for generalisability to a finite population, but it is neither perfect
nor the only way. Due to the absence of statistical generalisability in ethnographic
studies, it should not be assumed that the ethnographic findings are not
generalisable or that they are not representative. In summary, there are serious
problems with arguments for the general relevance of ethnographic studies. These
studies are often structured by appeals to empirical generalisation and/or to
theoretical inferences (Hammersley, ibid, p. 92) and/or naturalistic generalisation3
(Stake, 1995, p. 85).

Fieldwork is the most characteristic element of any ethnographic research design.
In the field, basic anthropological concepts, data collection methods and
techniques, and analysis are the fundamental elements of "doing ethnography".
The following sections describe the rationale for selecting the particular field of
investigation and the process of gaining the access to that field.

4.7 PRE-ENTRY - SELECTION OF THE 'CASE/FIELD' TO BEGIN THE
JOURNEY
To mention again, in a broader sense, my research problem is to study the use,
reform and change of accounting in the context of public sector reforms in
Australia. I have already mentioned the rationality of the qualitative/ethnographic
research paradigm with respect to my research problem. In the previous sections, I
mentioned that, among other things, ethnographic research involves fieldwork in

3

Naturalistic generalisations are conclusions arrived at through personal engagement in life's
affairs or by vicarious experience so well constructed that the person feels as if it happened to
themselves. The reader will take both ethnographer's narrative description and ethnographer's
assertions : narrative descriptions to form vicarious experience and naturalistic generalisations,
assertions to work with existing propositional knowledge to modify existing generalisations
(Stake, 1995, pp. 85, 86)
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which the researcher explores a single entity or phenomenon ('the case'). T h e
researcher recognises the fundamental need to go where participants spend their
time. Fieldwork is the heart of the ethnographic research (Agar, 1986; V a n
Maanen, 1988). Agar (1986) indicated that an ethnography is first of all a function
of the ethnographer but ethnographies are also a function of the group a m o n g
w h o m the ethnographer is working. Agar further added that,

There is a human group out their who lived in a world the
ethnographer appeared and w h o will continue to do so after he or she
leaves. The research is a function of the group studied as well. (Agar,
1986, p. 19)

Therefore, selection of the field and preparation for entry to the field must be
carefully planned.

T h e entire study depends on the outcome of the field

investigation. In addition to the direction found from the literature searching, a
careful consideration of the following factors helped m e in deciding m y 'case' for
the investigation4:
1. T h e entity or the case to be chosen must have gone through change and
innovation in accounting and related technologies prompted by public sector
reforms.
2. Entry is possible.
3. I will be able to maintain continuity of m y presence in that entity for as long as
necessary.
4. I will be able to study the entity within the limits of m y time and means as well
as the time and means of the participants. In other words, I will be able to
collect data at the least cost in terms of time, access, and cost to participants.

4

Although the findings of the literature survey led m e to think about a governmental agency in
the Australian State of N S W as m y field of investigation, I did not give up the idea of selecting
an agency at the Commonwealth level or at the another Australian State level. That is why (as
shown in this section) I considered the whole of the Australian public sector to select a 'case'
for the study.
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5. T o summarise, the choice of the entity or the case is to be purposive rather than
random.
In the following section a phase-wise description of the selection of the entity or
case is provided.

4.7.1 THE INITIAL PHASE - SLICING THE PIE

A s the thesis will deal with the public sector reforms in Australia, I first mapped
the public sector of Australia. The Australian public sector is a disjointed grouping
of public servants, institutions and functions, divided between three levels of
government, and distributed across a bewildering array of departments, statutory
authorities, public companies, utilities and municipal services (Cosgrove and
Cosgrove, 1977; Forell, 1978; Smith and Wills, 1978;, Levy, 1981; Corbett, 1992).
Again, at various levels of governments it embraces colonels, ambassadors and
road sweepers, institutions from Qantas to shire councils, and buildings from
parliament house to the local bus shelter. It is argued that the Australian public
sector is complex and dispersed and this complexity reflects both the extent of
state functions and institutional arrangements which create multiple centres of
power (Davis et al., 1988). It is also claimed that the activities of the Australian
public sector is highly diverse.

T h e Labour Research Centre ( L R C , 1990)

described this diversity of activities in terms of (1) vertical diversity - the different
tiers of government (Federal, State and Local); and (2) horizontal diversity - the
degree of interaction and competition with the private sector. So it is a big pie
which can be sliced into various parts and sub-parts.

Considering the factors specially the limitation of time and means which I
mentioned in the previous section, I realised that studying the Australian public
sector as a 'case' is not a viable (but of course it is researchable) option. S o what I
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needed is a slice of that big pie ie either to study the Commonwealth or the States
or the Local Governments as a 'case'. Exploring either of these layers as a whole
will not be viable for similar reasons. So I needed to slice down further these
layers of governments. I decided to explore the experience of either a
governmental (central or state) department or a local government which had gone
through change and innovation in accounting and related technologies prompted by
public sector reforms. I also came to realise from the literature (both official and
academic) that almost all of the governmental departments and local governments
in Australia have gone through some sort of accounting changes prompted by the
public sector reforms during the past decade.

While evaluating any department of the Commonwealth as the 'case', I gave up the
idea of adopting one as the case for the following reasons,
• I have to travel to and from Wollongong to Canberra which will be costly both
in terms of my time and means;
• the continuity of my prolonged presence as required within qualitative research
methods will also be costly.

However, I still continued my search for a Commonwealth department but I came
to know somehow that my entry in any Commonwealth department will also be
difficult. Actually in 1995 I applied for a Graduate Accountant position in the
Commonwealth Department of Finance. My goal was not to get the job but to get
information about my entry to that department as a researcher. Fortunately I was
short listed both for the preliminary and final interviews. As a matter of fact I
asked the interviewers more questions than they asked me. I came to realise from
the conversation with them that it will be difficult for an outsider researcher to
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have access to any Commonwealth department. Even if there was a possibility of
granting access the approval process may take as long as one year minimum.

So, the options which remained open to me were to select either a government

department in New South Wales (I already mentioned that a department from other

States will not be viable) or a local government within the vicinity of my work

place. The next section describes how I made my selection of a particular NSW
government department.

4.7.2 THE SECOND PHASE - THE SELECTION OF THE 'CASE'

After narrowing down my choice to a NSW government department or a local

government I needed to start evaluating government departments to be my possibl

'case'. Accordingly, At the beginning of August 1996, I went to explore the NSW
government office block in Wollongong which is situated at the ocean end of
Crown Street. I collected the brochures, pamphlets and other documents which
were available for general distribution from all the government departments,
commissions, boards located in that building including from the office of the
Treasury situated across the street of the government office block. I reviewed
those brochures and pamphlets in order to decide my prospective 'case'. Having

not a single connection in any of the department I knew that it would be equall

difficult to gain access to any one of them. So, I gave weight to the factor 'c
and innovation in accounting and related technologies' prompted by the public
sector reforms in NSW.

Among the departments I found the Department of Public Works and Services
(DPWS) would be a suitable 'case' for my research question and problem. The
DPWS has undergone thorough and extensive organisational, structural and
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financial management changes prompted by the various public sector reforms
initiatives in NSW. Since 1988, it has developed unique organisational and
operational characteristics as a result of various public sector reforms in NSW. It
is a government department but does not receive budget allocation from the
government ie it survives on its own earnings and faces competition. It faces a sort
of contradiction between its social and commercial obligations. Again, unlike a
private sector organisation, it has no fear of becoming bankrupt. I thought I
should start negotiating my access in the DPWS keeping in mind the possibility of
a local government also.

Simultaneously with my exploration with the NSW governmental departments, I
also explored the possibility of taking a local government as the 'case'. Sometime
in September 1996, I collected brochures, annual reports and plans of the
Wollongong City Council (WCC) and also I found it to be an interesting entity
relevant to my research question and problem. I started negotiating with the WCC
for my entry. At the beginning of October 1996, I met the Finance Manager and
explained my proposal. He verbally granted me access and asked for few other
papers for a formal granting of access. This access was easy and fearing that the
access to DPWS may be difficult, I prepared myself to start the field work in the
WCC and started to go there regularly. But, unfortunately, due to an objection by
another researcher in my department (who claimed that he had already had started
his field work in the WCC), I had to quit the WCC within two months of starting
my field work. Afterwards, I started negotiating my entry to the DPWS.

4.7.3 THE THIRD PHASE -

NEGOTIATING WITH THE

DPWS FOR ENTRY (1)

I thought about the DPWS as my 'case' before I went to the WCC in September
1996. The Wollongong office of the DPWS is one of its regional offices known as
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the South Coast Regional Office. I contacted this office sometime in August
1996. I had no organisation chart of this office. So, I did not know who should be
my contact person or vgatekeeper' for the entry. I called the receptionist and after
listening to my plan she put me through to the Finance Officer. I made an
appointment with him and later described to him my plan face to face. He advised
me to contact their Business and Resource Manager. Meanwhile I moved to the
WCC and did not contact him. After quitting the WCC, I contacted the Business
and Resource Manager of the South Coast Region of the DPWS. We discussed
various issues about my access and I gave him my research goal and plan and a list

of what facilities I needed from them. After discussing it with his regional manager
and my supervisor, he verbally granted me access to his organisation. Initially, I
was given a desk to work (this facility was taken back within next few weeks), I
was given permission to use their photocopy machine, and tea room. The only
limitation (and the most constraining) he put on me was that I should ask him first
if I want to conduct any interview with any staff or officer in the office. That
means he was the real 'gatekeeper' to my access for my entry and data collection.
I was so dependent on him that I gave him a Christmas gift as a complimentary
gesture.

Meanwhile I collected some documents and conducted interviews with the
Business and Resource Manager twice. But, with respect to our verbal agreement,
whenever I asked him to arrange on behalf of me an interview with the Manager or
other officials, he always avoided me. Fearing that my 'gatekeeper' would be
annoyed and may take back what he already had given me, I did not try to contact
those executives myself directly to conduct an interview. So, the limitation
imposed on me by the 'gatekeeper' really hampered my data collection.
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The Wollongong office of the DPWS is only a regional office and there are four
people (including the Business and Resource Manager) all together in the accounts
and finance section. They are involved in managing the south coast region and
connected with the head office only through few reports. So what I did, was to
take my work there, as a sort of pilot study to learn the basics: historical data,

basic structure and function of the organisation and the basics of the organisationa
culture. These in turn provided me sufficient information to make future plans for
data collection to be conducted in head office. In the regional office I learned
about the functioning and accounting system of the DPWS but they were unable
able to give me the holistic picture needed by an ethnographer (Fetterman, 1989, p.
29). So, sometime in February, I asked the Business and Resource Manager to
name me a contact person in the head office. He mentioned Corporate Finance
Manager of the DPWS and called him immediately. I made an appointment to see
the Corporate Finance Manager.

4.7.4 THE FOURTH PHASE -

NEGOTIATING WITH THE

DPWS (2)

I went to the head office of the DPWS sometime in February 1997. The head
office is located just beside the Sydney central railway station. The building is
called the 'McKell Building' and is a huge, twenty two storeyed building. The
Corporate Finance Office is in level 6. I met the Corporate Fiancee Manager
(CFM) and explained to him everything about my research. Although he spent
about an hour explaining to me the DPWS, he did not show much interest in giving
me access and said to me that he would discuss the issue with the authorities and
call me back within two weeks.

Instead of two weeks, fours weeks had gone by and I did not hear anything from
the CFM. I phoned him again and he promised me that he would be able to say me
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something within the next two weeks. But there was no response from him again.
I called him again and he gave me the same reply. I lost hope of doing research in
DPWS and started looking for another government department. I contacted
somebody in the Department of School Education and gave him my research
proposals in writing to consider my access. Meanwhile I continued my presence at
South Coast Regional Office of the DPWS and continued calling their Corporate
Finance Manager at the head office. At one time I felt that I was probably unable
to communicate with them my expectation from them or that I was asking too
much from them. So, I made another appointment with the CFM and tried to
overcome their fear of allowing me to conduct research in the DPWS. Actually

these people had never faced such a situation (ie an academic asking to enter their
organisation for research) and were probably afraid of the unknown consequences.
I explained to the CFM everything again in plain English and gave my assurance

for the motive of my research. For example, I told him that they will not even feel
that I am involved in a research project in the DPWS. At one time the CFM
indicated to me that his boss wanted to know what the benefit to the DPWS would
be in allowing me access for research. I can remember, I lied to him and said what
a consultant might say (ie my work will help them to improve their accounting
information system although I knew that it was not my research goal). Finally,
sometime in May, the CFM asked me to see him one day and gave me thenapproval in writing to conduct research in the DPWS (copy of the letter is shown
in appendix 2). I was offered a desk to work temporarily. I started my continuing
presence in their corporate finance unit which is under the Finance and
Management Services Division of the DPWS.
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4.7.5 THE FIFTH PHASE - NEGOTIATING WITH THE DPWS (3)
The DPWS is a massive organisation with eight divisions each of which is a

responsibility centre. Again, each of these divisions have a number cost cent

profit centres and business units. The corporate finance unit is the heart of
these centres. Ethnographic study of this unit was enough to have a holistic

picture of the organisation. So, I confined my day to day observations in the

corporate finance unit. But, to get a deeper insight from the bottom level, i

addition to their Wollongong regional office, I wanted to observe another bus

unit (different in terms of operational characteristics of the regional offic
DPWS which also had gone through significant organisational and accounting

changes prompted by the public sector reforms. I selected the State Mail Serv
(SMS) for this purpose. Actually I came to know about the SMS from a

conference paper presented by one of its officers who worked as an initial ch
agent of the SMS. I contacted her and made an appointment. The office of the

SMS is situated in the Chester Hill suburb of Sydney. This time it was fairly

to enter the SMS with the approval letter 1 got from the head office. Not onl

that, by that time I gathered some experience about how to approach bureaucra

for this purpose. I continued my presence and observation simultaneously in t
SMS and in the head office of the DPWS.

I spent about one year in the field. The whole phases of my journey to the wo

'out' there was a self-reflexive learning process. I did not face the same di

getting into the SMS which I faced for getting access to their Wollongong reg

office the first time. I did not face the same difficulties in collecting dat
stages which I faced initially in the Wollongong office. I learned gradually
reflection. Van Maanen pointed out that,
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T o do fieldwork apparently requires s o m e of the instincts of an exile,
for the fieldworker typically arrives at place of study without m u c h of
an introduction and knowing few people, if any. Fieldworkers, it
seems, learn to m o v e a m o n g strangers while holding themselves in
readiness for episodes of embarrassment, affection, misfortune, partial
or vague revelation, deceit, confusion, isolation, warmth, adventure,
fear, concealment, pleasure, surprise, insult, and always possible
deportation. Accident and happenstance shapes fieldworkers' studies
as m u c h as planning or foresight; numbing routing as m u c h as living
theatre; impulse as m u c h as rational choice; mistaken judgements as
m u c h as accurate ones. This m a y not be the w a y fieldwork reported,
but it is the w a y it is done. (Van Maanen, 1988, p. 2).

Obviously Van Maanen captured the real feeling of the fieldworkers. I have gone
through exactly the same instincts, learning and episodes during my fieldwork.

The best reason to leave the field is the belief that enough data have been gathered
to describe the culture or problem convincingly and to say something significant

about it. Once I started feeling sufficiently confident about the research findings to
convince the readers about their accuracy I felt like wrapping up my field work. In
addition the law of diminishing returns also determined my decision to leave the
field. Once the same specific pattern of behaviour started to emerge again and
again, I also felt like leaving the field. I used a variety of methods and techniques
to ensure the integrity of the data. These are discussed in next section.

4.8 COLLECTING THE ETHNOGRAPHIC DATA
Data collection through ethnographic fieldwork is not a homogeneous method, but
involves a variety of techniques of data collection. Ethnography essentially
involves descriptive data collection as the basis for interpretation and the data
should represent a dynamic picture of the way of life of some interacting social
group. Consequently I had to take multitude of decisions over the whole course of
my fieldwork in the NSW Department of Public Works and Services (DPWS).
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The following section describes the time and space boundaries of data collection in
the D P W S .

4.8.1 T I M E A N D S P A C E B O U N D A R I E S O F F I E L D W O R K

1 started myfieldworkin the DPWS from November 1996 and ended it in October
1997 . Although the time period I spent seemed to be one year, this was not an
organisation based time cycle rather a random time cycle to rninimise researcher
and researched bias. Spending one year in thefieldis merely a coincidence and I
was guided by m y need and confidence in data collection rather than adhering to a
fixed time period like 'one year of data collection'. Table 4.2 shows the time
boundaries of m y fieldwork.

Table 4.2
T i m e Periods of Involvement with the D P W S
Stages

Intention

T i m e Periods of Involvement

Site

I

Familiarisation,
Primary Data
Collection
Extensive Data
Collection

November 1996 to M a y 1997

Wollongong
Regional Office

February
1997

Extensive and
Extended Data
Collection

July 1997 to October 1997

Corporate
Finance, H e a d
Office
State Mail
Service

II

III

1997 to October

In addition to these time periods of actual involvement with the organisation, there
was also a time boundary o n the collection of historical materiaL

Most of the

accounting, organisational and cultural change took place in this organisation in

s l

(E)nded' here means I stopped m y continuing presence over there and does not mean wrapped
up completely as I went in to the field several times after I ended my fieldwork.
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and around 1989 prompted by the various NSW public sector reform initiatives.
So, concentration on historical data was given to five years prior to 1989.

As well as these time boundaries, I set space boundaries internal to the DPWS on
data collection. The DPWS is a large complex organisation having eight divisions.
Each division is a responsibility centre having a number of profit centres or cost
centres. It became apparent during the familiarisation period that the corporate

head quarters has the initiator of all organisational, accounting and cultural change
within the DPWS. It was not necessary to study the changes in a full cross-section
of the DPWS. Accordingly I choose to work extensively within the Finance and
Management Services Division (FAMS) of the DPWS head office. This focus was
chosen because Corporate Finance is one of the sections of this division. A holistic
view of accounting practices was available from this section as well as the fact all
the archival documents on accounting changes are kept in this section. I opted for
depth rather than breadth of analysis. I also choose to study the State Mail
Service, one of the business units of the within DPWS to mitigate my potential bias
in understanding the changes only from the view points of Corporate Finance.
Moreover, the reform process of the DPWS (to be emphasised in the forthcoming
chapters) are mainly the reform process of the former NSW Department of Public
Works. So, the case of the SMS as a separate analysis will provide a different
insight to this study.

In summary, the key time boundaries for this ethnographic work can be specified
as a period of about twelve years of historical data collection and one year of
contemporary involvement, with a nine month period of this being the most intense
data collection. The following section describes the various sources of data.
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SOURCES OF DATA

The primary data sources were observation, interviews and official organisation
documents. One secondary source used was the books on D P W S authored or
edited by M s Lenore Coltheart (1987). M s Coltheart worked as the historian of
the D P W S heritage project.

The following subsections describes the data

collection methods.

Observation
Of the fourfold typology of an ethnographer's observation roles - eg complete
observer, observer as participant, participant as observer and complete participant
(see for example, Atkinson and Hammersley, 1994; May, 1993); I adopted more of
a 'participant as observer' role although it is difficult to point out clearly and
distinctively what was m y adopted observer role where it is argued that all social
research is a form of participant observation (Atkinson and Hammersley, 1994).
M y role as a researcher and m y intentions were made known to the hosts and
relevant groups from the start and were based on direct involvement in the
organisation and, in some situations, active participation. Direct involvement and
active participation does not, however, mean attempting to act as one of the group
studied rather it was m y desire to k n o w and understand more from peoples within
the setting. But at least I knew that I avoided a higher involvement role such as
complete participant role as they often require secrecy which was not possible in
m y research setting. Again, on the other hand, I avoided another extreme stance of
a participant observer, namely, complete observer as ethnographic writing relies on
participant observation.

Observation data came from variety of ways such as informal talks with the
employees in their offices, listening to chit-chat in the tea room and in the canteen,

138

Monir Zaman Mir/PhD Tbesis/Chapter-4

simply observing them as they perform their activities and observing debates and
dialogues in formal executive meetings. Although I concentrated mainly on the
activities of accounts and finance people in some situations I observed the activities
of non-accounting people w h o have direct links and influence over accounting
people. In the State Mail Service ( S M S ) I participated as a Mail Sorter in order to
understand the organisational change in the S M S brought through introducing a
'team approach' in operation. I walked around the floor of the site and formed a
series of relationships with the subjects w h o served m e both as respondents and
informants. I even participated in consolidating the monthly reports of the six
divisions of the D P W S . Although it w a s technical in nature it gave m e an idea of
the organisational and cultural aspects of the inter divisional relationships. M a n y
of the data gathered in participant observation came from informal talking with the
actors in the field.

I obtained permission to attend a high profile Executive Committee meeting where
the Director General, divisional heads, internal auditor, strategist and the divisional
finance managers were the participants. I attended various team meetings in the
S M S randomly so that I could get a naturalistic picture of the proceedings of the
meetings. Although I tried m y best to convince them, I w a s not given permission
to observe s o m e of the very important executive meetings and even w a s not
allowed to see the minutes.

Field notes were recorded using a laptop computer and, when it was not possible
to carry the laptop, in spiral bound note books. Allfieldnotes were recorded with
appropriate references to date, time, place and the participants. I wrote everything
d o w n no matter h o w unimportant it seemed at that time.
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Interviews
The primary interview method used was unstructured open-ended ethnographic
(in-depth) interview (Fontana and Frey, 1994). Interviews were focused mainly on
issues like organisational, cultural and accounting changes in the DPWS and public
sector reforms. Although discussion issues were listed and prepared before the
interview sessions they were not followed up in a fixed order. Interviews were
conducted as a free ranging conversation and issues raised by subjects were
pursued.

Although interviews were focused on some general topic or issues the collection of
interview data varied from interviewee to interviewee depending on his/her job and
position within DPWS. During a interview session discussion topics were given to
the interviewee and he/she was encouraged to define his/her own meaning for the
topics and raise additional issues that he/she saw as relevant.

Major research subjects of interviews were located in the Corporate Finance
Section (Finance and Management Services Division), in the State Mail Service
and in the Wollongong Regional Office of the DPWS and include both the
accounting and non-accounting people (a list of the interviewees is provided in
appendix 3). The subjects varied from lower management positions to upper
management positions. At the initial stage of the fieldwork few structured but
open-ended pilot form interviews were conducted with some high level executives.
In addition to obtaining initial data on the DPWS the other goal of these interviews
was to identify key research subjects for in-depth interviews. Afterwards, almost
all of the unstructured interviews in later stages of the fieldwork hinted to which
research subjects needed to be interviewed next. To remain within the
triangulation concept, I randomly selected some executives to conduct interviews
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and the selection were made from a list of employees of the DPWS which I
obtained from their human resource section. To complete my understanding, I also
conducted an interview with an ex-executive of SMS who is now working in a
private sector organisation.

The duration of these interviews were about one and half hours on average and
some of them went as long as three hours. Other than a few structured ones, all
the interviews were tape recorded and transcribed word for word. Those who
wanted a draft of the transcripts were sent them for their comment and review.
Multiple interviews were conducted with some research subjects depending on
their discussions in the first interview.

These interviews are my collection of oral reports from the members of a society -

the society constituting the experiences, opinions, aspirations and the feeling of t
DPWS members.

Documents

A large number of official organisational documents were collected during the field
works. I was given permission to photocopy many of their confidential documents
on promising that I should destroy those after submitting the thesis. I took
handwritten notes from the documents which I was not given permission to
photocopy. I was allowed to keep some of their reports in hard copy forms.
Among other things, these documents included correspondence of the DPWS with

the Treasury and Ministry around the periods of its transition to commercialisation,
minutes of meetings, accounts and finance reports both external and internal,
external consultant's evaluation reports, executive performance evaluation reports,
accounts and finance manuals, internal management reports, internal
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correspondences and numerous other documents. I collected many old documents
(eg old annual reports and newsletters) from the library of the DPWS. I even
collected very important documents from their 'about to be thrown' pile of
documents. I was not given access to many of their documents, for secrecy
reasons, which I eagerly wanted to have and felt this was obvious in a
governmental department as had other researchers (Likierman, 1994). But, I think
I collected sufficient data through the documents review to validate my
understanding my research issues.

4.9 THE LIMITS OF MY FIELDWORK
Van Maanen (1988) noted that ethnographies are obviously experientially driven
wherein writers seek to draw directly from their fieldwork yet there are very real
limits to what a particular fieldworker can and cannot learn in a given setting. I
had self-imposed limits relating to my fieldwork which I already mentioned in
previous sections. In addition, I faced organisation-imposed limits which were
beyond my control. I had mixed feelings in terms of cooperation from the research
subjects; I was given limited access and I was repeatedly reminded about secrecy
of the data. I was reminded quite a number of times that I was 'hanging around' in

that organisation quite a long time. Yet within such limitations I believe that I have
seen the 'world out there' from the point of view of the people involved. Geertz
wrote,

The claim to attention of an ethnographic account does not rest on its
author's ability to capture primitive facts in faraway places and carry
them h o m e like a mask or a carving, but o n the degree to which he is
able to clarify what goes on in such places, to reduce the puzzlement what manner of m e n are those? (Geertz, 1973, p. 16)

Given the limitations faced during the fieldwork, I think I am able to clarify what's
going on in the accounting and finance world of the DPWS in the context of public
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sector reform in NSW. Van Maanen (1988, p. 9) argued that fieldwork is not an
of an ethnographic sort when it is pursued by a team of social researchers as a sort
of expedition or Foucault-like panopticon observation-and-interview project. I
believe that I have crossed the boundary of this sort of 'quasi ethnography' (Van
Maanen, 1988, p. 8) through stepping into a culturally alien community to become,
for the time being an active part of the face-to-face relationships in that
community. But virtually in all societies, it is increasingly difficult to argue
fieldwork alone is sufficient to properly grasp the life situation of a studied group
(Van Maanen, 1988, p. 127). Subjects or individuals are seldom able to give full

explanations of their actions or intentions; all they can offer are accounts or storie
about what they did and why. No single method can grasp the subtle variations in
ongoing human experience (Denzin and Lincoln, 1994, p. 12).

Fieldwork ends when the researcher leaves the field or site but ethnography
continues through analysing and re-analysing the data and through writing his or

her ethnography. The significance of this thesis is this analysis and accordingly this
thesis includes a number of chapters on analysis and interpretation of data.

4.10 CONCLUDING REMARKS
This chapter mainly dealt with the research methods adopted for this study. In the
process of dealing with such methods an insightful, although brief, description is
given for the qualitative research paradigm and the ethnographic approach. Such
description helped to provide an understanding of the various aspects of the
alternative research methodology, as well as the various aspects of ethnographic
approach of data collection. This insight ultimately helped in the data collection
process in the field.
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The other half of the chapter described the process of selection the of 'case' for the
investigation, the process of obtaining access to the investigation in the field and
how the data were collected. The whole process was a reflexive process. Once
the data collection was completed the next task was to analyse the data in the light
of the research problematic raised at the beginning of this thesis. To analyse data
Laughlin's (1991a) organisational change framework and Geertz's (1973) cultural
framework are considered. The next chapter explores further these two
frameworks.

CHAPTER FIVE
EXPLORING AND SITUATING THE THEORETICAL
FRAMEWORK
It is clear enough that physical world is not physics
(Geertz, 1973, p. 15)

5.1 INTRODUCTION
In the previous chapter the methods of data collection and the ontological and
epistemological position of this study are explained. That decision led to yet
another question. W h a t should be the theoretical stance for this study to gather,
interpret and analyse data1

There are opposing views among the accounting

researchers concerning the application of social theories and the adoption of any
prior theoretical stances for research. These views will be emphasised in this
chapter.

Again, in addition to the multiple views on prior adoption of a theoretical stance,
another problem is that there are multitudes of social theories or models to analyse
philosophical and sociological discourse. For example, for the purpose of this
study the following theories and models, either proposed or adopted by various
accounting researchers, were explored (not all of them brought in this chapter for
discussion): Habermas' critical theory and Laughlin's alternative models for
organisational transformation (Broadbent et al., 1990, 1992; Laughlin, 1991a,
1995; Laughlin et al., 1994; V a n Peursem et al., 1995; Kaidonis, 1996); Latour's
sociology of translation (Chua, 1995, Lawrence et aL, 1994; Lodh, 1994); cultural

1 Theories can take many forms, ranging from the mathematical models used in quant
analysis to metaphors and analogies. Theories are rhetorical devices for both interpreting case
studies and convincing the research community as to the validity of case findings and
interpretations. (Humphrey and Scapens, 1996, pp. 95, 99).
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perspectives (Geertz, 1973; Van Maanen, 1988; Ansari and BelL 1991; Mayston,
1993; Wilkinson et al., 1996; Dent, 1991; Rasyid, 1995); critical structuralist
framework (Booth, 1991); institutional economics (Ezzamel and Willmott, 1993;
Ahmed, 1992; Scapens, 1994); institutional theory (Scott, 1987; Lapsley, 1994;
Edwards et al., 1995; Carruthers, 1995); Giddens' structuration theory (Lawrence
et al., 1995; Roberts and Scapens, 1985; Capps et al., 1989); works of Foucault
(Preston, 1992; Townley, 1993; Archer, 1994); Weberian bureaucracy (Armstrong,
1989; Colignon and Covaleski, 1991) etc. So, the debates over a prior adoption of
a theoretical stance together with the multitude of social theories and models made
it confusing and difficult to adopt of a theoretical framework/s for this study. To
overcome such a confusing situation the 'choice' process was abandoned before
entering the field of investigation. Afterwards, from the experiences and leanings
from the field of investigation it was observed that instead of adopting a single
theory, a number of theories and models could be adopted for understanding and
interpreting data for this study. So, this study did not start with applying on 'a
priori' model to data collection; rather this study is an exercise to make sense of
data in light of some theoretical model adopted during the collection and analysis
stage of data (gathered from the field involving ethnographic tradition).

The main framework considered for the interpretation and analysis of data in this
study is Laughlin's (1991a) skeletal models of organisational change and
Broadbent's (1992) extension to it2. In addition a cultural perspective will also be
brought in for analysis and interpretation as a supporting framework to Laughlin's
organisational change framework. The reasons for the adoption of a cultural
perspectives are:
2

It should be pointed out that Laughlin's models will be applied to interpret and analys
empirical data gathered from the case (ie the organisation under consideration) and the case is
not meant to provide a site in which the model is to be tested. There is no intention to claim
that they are the only useful theoretical frameworks as far as this study is concerned.
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• the study is conducted on ethnographic traditions and there is a perfect
method-methodological fit between culture and ethnography (emphasised later
in the chapter);
• 'culture' and 'cultural change' is one of the important elements in the models
of Laughlin and Broadbent3;
• the context of the thesis is the organisational and cultural change in public
sector agencies prompted by various public sector reforms; and finally
• a cultural approach is regarded as a viable alternative of the existing neoTaylorism approach of public sector reform4 (Pollitt, 1993).

It is important to point out that this adoption of multiple framework is not to
follow the path of 'eclecticism' which means any approach to analysis or research
that mixes theoretically disparate (italic and emphasis are mine) perspectives
(Collins Dictionary of Sociology, 1991)5. As it will be emphasised later, the two
frameworks applied in this study are in no way theoretically 'disparate'.

The primary objective of this chapter is to describe the theories and models
adopted for this study to analyse and understand data. Much of the writings of this
chapter was done after the fieldwork was completed. In addition this chapter also
describes in brief the debates concerning the adoption of social theories and also
presents the debates on single versus multiple theoretical perspectives in
accounting research.

3

4

s

For example, values and beliefs in the interpretive schemes (to be emphasised soon) of his
model are regarded as culture by Laughlin himself (Laughlin, 1991a, p. 212)
Neo-Taylorism focuses only on the 'hard stuff of efficiency measures, savings targets and
bottom lines and ignores the 'soft stuff' of beliefs, altitudes, rituals an symbols etc.; Pollitt,
1993, p. 165).
Cooper and Hopper (1987) even warned about the dangers of eclecticism in accounting
research.
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The chapter is organised as follows. Section 5.2 presents the debate over adopting
a prior theoretical approach in accounting research as well as it presents the debate
on the use of single versus multiple theories in accounting research. Section 5.3
explores culture and doing cultural analysis. Both interpretive and non-interpretive
views of cultural analysis are presented in these section and subsections. Section
5.4 presents Laughlin's models of organisational change and Broadbent's extension
to it. Section 5.5 summarises and concludes the chapter.

5.2 THE DEBATES OVER ADOPTING A PRIOR THEORETICAL
STANCE
There are opposing views and contradictions a m o n g the accounting researchers
concerning the adoption and application of social theories specially adoption of
'prior' or 'up front' theoretical stances in accounting research.

For example,

(Llewellyn 1993b, p. 234) did not deny the potential of adopting a prior theoretical
framework but argued that interpretive research can proceed from a less
encompassing initial position and still be methodologically informed. She further
argued that such an approach should m o r e readily generate n e w theoretical
insights. Similarly, Humphrey and Scapens (1996) agreed that no researchers can
avoid approaching a case study without s o m e prior theoretical framework but they
(ibid.) expressed their concern and argued that by using a pre-determined theory as
a lens through which to interpret a case could well be gained at the expense of
ignoring organisational dynamics and tensions which do not readilyfitthe chosen
theory. They further argued that such uses of social theories have brought the
political and the social aspects into the realms of accounting knowledge, but it has
not produced significant insights into the intricacies, diversities or contradictions of
accounting practice in contemporary organisations. O n the other hand there are
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researchers who supported the application and prior adoption of a theoretical
framework in accounting research. Laughlin, Hopper and Miller (1989)
emphasised that theory and empirical research need to be brought together in a
symbiotic relationship, each informing the other in order that they can both be
strengthened. Again, Laughlin later added that6:

An inevitable temptation when undertaking any empirical research is to
launch into data collection assuming that theoretical and
methodological problems will naturally sort themselves out as the w o r k
proceeds. T o some degree this m a y well be the case and there will be
little d a m a g e caused through this approach. However, there is a
certain advantage and importance of making deliberate choices on
these matters prior to undertaking any study. The reason quite simply
is that all empirical research will be partial, despite any truth claims to
the contrary, and thus it would be better to be clear about the biases
and exclusions before launching into the empirical detail. (Laughlin,
1995, p. 65)

Similarly, Otley and Berry (1994) argued that case studies are likely to be most
valuable where they are clear about their initial theoretical position.

There are even contradictions a m o n g the accounting researchers w h o performed
'theoretically informed' studies. For example, Humphrey and Scapens (1996)
argued that even recently the use of social theory in accounting has become the
subject of quite heated debates, with the accounting supporters of various 'social
camps' mobilising to attack or, at least 'spur' with opposing camps in apparent
attempts to claim that their work is informed by the 'best' social theorists.
Humphrey and Scapens (ibid) were concerned for this situation and argued that as

6

Laughlin supported the prior theoretical choices for accounting research but in the same paper
he also differentiated between quantitative methods and qualitative methods on the basis of
level of theoretical underpinning, eg according to Laughlin, quantitative methods tend to have
a high level of theory underpinning them, while qualitative methods tend to have a lower level
of theoretical basis (see also Baker and Bettner, 1997).
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a result accounting research became more interested in social theory than in its
relevance for the interpretation of accounting practice.

Again, there are also both opponents and proponents of the adoption of a single
versus multiple theoretical perspectives in accounting research. For example,
Humphrey and Scapens have proposed the furtherance of the combination of
works of different social theorists in accounting research and argued that:

While eclecticism may be acceptable, and even in vogue in postmodern philosophy, in accounting research case studies have usually
been informed by the single social theorist. (Humphrey and Scapens,
1996, p. 90)

On the other hand Young and Preston (1996) criticised Humphrey and Scapens'
proposal and argued that the application of single theory interpretations has
enriched our understanding of the accounting craft rather than limited it.

So, there are both supporters and opponents, advantages and disadvantages of
applying social theories and adopting prior theoretical framework/s in accounting
research. However, in this study the debate on the 'prior' adoption of a theoretical
framework is not emphasised and ignored and the choice of a theoretical
framework problem was sorted out as the fieldwork progressed. In this study it is
assumed that when knowledge is organised according to a theory, there is a
potential growth of development and theory helps data coherence and restricts the
researchers from collecting the unsystematic piling up of accounts (Kaplan and
Manners, 1986; Bogdan and Biklen, 1982).
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The theoretical position of this study can better be illustrated by using the model
put forwarded by Baker and Bettner (1997) which is given below in Figure 5.17:

Figure 5.1
Classification of Accounting Research Perspectives
Mainstream/Interpretive dimension

Empirical/
theoretical
dimension

High level of theory in methods
of real worl d phenomena.
(eg quantitative methods). High
level of prior theorisation. Focus
on the analysis of empirical data.

Medium to low level of theory in
methods (eg more qualitative
methods). Medium to low levels
of prior theorisation. Focus on
the description and interpretation
of real worid phenomena.

High level of theory in methods
(eg quantitative models). High
level of prior theorisation
Focus on the development of
mathematical models.

Medium to low levels of theory in
methods (eg more qualitative
methods). Medium to low levels
of prior theorisation. Focus on
the development of n e w theories
or the critique of existing theories.

(Source: Baker and Bettner, 1997, p. 297)

A s hinted in the previous chapter, this study is within the domain of the two rightside quadrants (interpretive or critical/empirical) of the above mentioned model of
classifying accounting research. That is this study primarily used qualitative
research method within the ethnographic tradition. In this study it is also kept in
mind that there is no epistemological demand for the researcher to subscribe to

7

Baker and Bettner's model is based on Laughlin's (1995) 'middle-range thinking' approach.
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the entire methodology of the social theorist (Humphrey and Scapens, 1996;
italics and emphases are mine). Again, although there are both opposing and
supporting views on the application of single and multiple theoretical perspectives,
in this study, from the experience of fieldwork, it is realised that a number of
theoretical framework/models could be relevant to understand and explain the
existing accounting practices within the organisation under study [ie the NSW
Department of Public Works and Services (DPWS)].

It is already mentioned that in this study data are explained and interpreted by
adopting Laughlin's (1991a) 'skeletal' organisational change model and the
extended model of Laughlin proposed by Broadbent (1992). Broadbent
emphasised cultural change in her extension to Laughlin's model. The public
sector organisation which is under study also faced and underwent a tremendous
amount of cultural change. Therefore, this study also required an analysis from the
cultural perspective. The 'concept of culture' in this study is seen from the
anthropological and interpretive views of Geertz (1973, 1983, 1984, 1988; 1995).

The following sections describes the three theoretical perspectives, namely, cultural
analysis, Laughlin's 'skeletal' organisational change model (1991a) and
Broadbent's (1992) extended model of Laughlin, which are adopted for the study.

5.3 DOING CULTURAL STUDIES
In the previous chapter on 'methods' for this study it was mentioned that the study
is based on an ethnographic tradition. It is argued that if there is was a logical
method-perspective fit, it is between ethnography and organisational culture
(Geertz, 1973; Van Maanen, 1988; Bantz, 1993; Surber, 1998). It is also
mentioned in the previous chapter that as a method, ethnography centres on the

152

Monir Zaman Mir/PhD Thesis/Chapter-5

understanding and representation of people and their practices - frequently
focusing on localised cultures such as communities, organisations, and social
groups. The organisational culture perspective focuses on how people collectively
construct an organisational culture through their communicative practices. Thus,
for both ethnography and organisational culture, understanding people's practices
is the central goal.

Over the last few years people working in large enterprises are likely to have found
themselves exposed to 'cultural change' programmes as part of managerial
attempts to make organisations more efficient, effective and profitable. Similarly in
the political domain questions of 'culture' have achieved a remarkable centrality in
recent times. For example, throughout the 1980s Margaret Thatcher's radical
programme of reform was represented in large part as a cultural crusade,
concerned with attitudes, values and forms of self-understanding embedded in both
individual and institutional activities. The Conservative party's political project of
reconstruction was simultaneously defined as one of cultural reconstruction, as an
attempt to transform Britain into an 'enterprise culture'. Similarly, in Australia,
cultural reconstruction in the public sector started during the past decade and is
still continuing.

Dent (1991) argued that organisations have long been known to have distinct
cultural properties. They (organisations) create and sustain particular work
customs. They establish norms for proper and improper behaviours and
performance. They propagate stories and myths, and are replete with rituals. Dent
(ibid) further added that, the operation of work technologies in organisations is not
a purely technical-rational affair. Rather, it is embedded in a cultural system of
ideas (beliefs, knowledge) and sentiments (values), in which actions and artefacts
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are vested with symbolic qualities of meaning. Other researchers also have argued
that culture is conceptually not distinguishable from the construct of organisational
climate (eg Reichers and Schneider, 1990). Culture also has been defined and
measured at different levels of analysis, including the group, the entire
organisation, or even the industry (Chatman and Jehn, 1994)

The cultural perspectives treat organisational culture as the context within which
local practices can be explained (Ansari and Bell, 1991). Smircich (1983) argued
that the power and limitations of a culture concept for organisational analysis can
only be assessed with reference to the particular purpose the researcher is
pursuing.

Although in recent years 'culture' has come to occupy a much enhanced position in
the social sciences as well as in the public sector reform, there is a paucity of
culturally informed studies in public sector accounting. Specially the interplay
between accounting and the newly reformed public sector organisations' cultural
and technical system is under-researched. Notable exceptions are the studies by
Hofstede, 1981; Tomkins and Colville, 1984; Berry et aL 1985; Bourn and
EzzameL 1986; Capps et al., 1989; Czarinawska-Joerges and Jacobsson, 1989;
Dent, 1991 and Broadbent, 1992. In the Australian public sector context there is
nothing to mention other than the study (working paper) of O'Donnel (1996) on
culture and total quality management in the Australian state of NSW. This study is
aimed at redressing, in part, that deficiency.

To conclude this section, it is important to point out that, this study is not involved
in doing a 'cultural study' of a phenomenon8, rather, it is a study in which cultural
8

See for example, DuGay et al. (1997); Jenks (1993) for details on the processes of 'doin
cultural studies'
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perspectives are used to explain w h y certain types of accounting originated and
existed in the organisation under consideration9. In the words of Geertz:
Culture is not power, something to which social events, behaviours,
institutions, or processes can be causally attributed; it is a context,
something within which they can be intelligibly - that is, - thickly described. (Geertz, 1973, p. 14)
The following sections explore various aspects of the concept of culture (including
those of Geertz's) as it is incorporated in this study..

5.3.1 THE CONCEPT or 'CULTURE' IN THIS STUDY

The definition of culture has occasionally been contested and lacks

(Pfeffer, 1997; Surber, 1998). For example, Kroeber and Kluckholn's (1
quoted in Dent, 1986) study of culture listed 164 definitions of culture. Smircich
(1983) pointed out that the culture concept has been borrowed from anthropology,
where there is no consensus on its meaning. As Geertz mentioned:
Like most powerful ideas in the human sciences, this notion came
under attack virtually as soon as it w a s articulated; the clearer the
articulation, the more intense the attack. Questions rained down, and
continue to rain down, o n the very idea of a cultural scheme;
....Anthropology, or anyway the sort that studies cultures, proceeds
amid charges of irrelevance, bias, illusion, and impracticability.
(Geertz, 1995, pp. 42, 43)
So, no attempt will be made in this section to define culture precisely. It is argued
that the theoretical concept of culture came to imply quite different things,
depending on the way in which it is functioned and the methods by which it was
studied by practitioners of the various disciplines (Surber, 1998; Hamada and
Sibley, 1994). Accordingly, in this study 'culture' will be viewed as a term that is
context specific, that is, one that takes its meaning from the particular context, in
which it is being used (Surber, 1998). Again, Schein (1992) argued that not all

9

See for example the extended model of Laughlin (1991) by Broadbent (1992).

155

Monir Zaman Mir/PhD Thesis/Chapter-5

parts of a culture are relevant to any given issue the organisation may be facing;
hence attempting to study culture in all of its facets is not only impractical but
also usually inappropriate. Therefore, this study aimed at, among other things,
exploring the influence of changed culture on accounting and vice versa in a
public sector organisation in Australia. Considering all these, in this study the
concept of 'culture' is drawn on the literature of the following cultural interests10:
• literature which showed interest in the utility of the culture concept in creating
and sustaining organisational change (see for example, Levy, 1986; Broadbent,
1992; Schein, 1992); and
• literature which views culture is to serve as a control mechanism in order to
create strong organisational commitment and concerted efforts for attaining
specific goals of management (see for example, O'Reilly and Chatman, 1996;
Schein, 1992; Ansari and Bell, 1991).
• the literature in which organisational researchers showed interest in learning
culture more of social relations and symbolic behaviours from interpretive
perspective (eg those which are drawn on Geertz's notion of interpretive
culture). Under this notion, culture is viewed as the emergent understandings
that are created by group members as they interact with each other (see for
example, Smircich, 1983; Van Maanen, 1988; Ansari and Bell 1991;
Broadbent, 1992).

An amalgam of these three concepts will be utilised to explore culture in this study.
The first two concepts will help in this study to explore the introduction of
'business culture' in the organisation under study and the third concept will help to

The available literature on culture is extensive. The literature cited here is only a sample from
such an array of extensive literature and mentioned here only because of their connection with
the fundamental research issue and research method of this study. For a detail reference of the
literature on culture, see Smircich (1983).
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explore the manifestation of that culture in the shared set of assumptions, beliefs
and values that are held by members of the said organisation.

It has already been mentioned that this study bears the interpretive/alternative
tradition and is primarily concerned with the understanding of the actual
functioning of accounting and its interplay with the changed organisational culture
in a public sector organisation in the context of public sector reform. The concept
of culture, drawn from Geertz's (1973, 1983, 1984, 1988, 1995) ethnography and
anthropology, has entered the organisational literature as one framework for
integrating many of these alternative ideas in accounting research, and for bringing

the experiential, interpretative, processual aspects of organisational activity to the
foreground of analysis (eg Rasyid, 1995; Dent, 1991, 1986; Ansari and Bell, 1991).
It has already been mentioned that the concepts of culture for this study will be
drawn mainly from Geertz's ethnographic and anthropological explanations. The
following subsection describes Geertz's interpretive culture.

5.3.2 GEERTZ'S INTERPRETIVE CULTURE

Clifford Geertz is a contemporary American anthropologist who directly identifies
himself with the Verslende11 tradition in the social sciences and locates the idea of

culture firmly within the context of on-going, interpretive social action on the parts
of both social actor and social theorists. He quite clearly understands culture as a
symbolic network which he refers to as 'semiotic' in the following quote:

11

Dilthey's interpretation of the concept of understanding. Geertz (1973, 1984) emphasised
'seeing things from the actor's point of view' or the 'emic analysis'.
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T h e concept of culture I espouse...is essentially a semiotic one.
Believing, with M a x Weber, that m a n is an animal suspended in webs
of significance he himself spun, I take culture to be those webs, and the
analysis of it to be therefore not an experimental science in search of
law but an interpretive one in search of meaning. (Geertz, 1973, p. 5).
Geertz (1973) went onto maintain that cultural phenomena should be regarded as
texts to be read rather than as objects to be observed. He went as far as to claim
that hermeneutics and disciplines such as literary criticism are more germane to the
methodology of anthropology than models drawn from the natural sciences.
Geertz (1983) defended further this methodological alienation hermeneutics and
anthropology by saying that:
This enterprise, 'the understanding of understanding,' is nowadays
usually referred to as hermeneutics, and in that sense what I a m doing
fits well enough under such rubric, particularly if the word 'cultural' is
affixed. (Geertz, 1983, p. 5)
Geertz believed that, like written texts, cultural phenomena have an irreducible
linguistic dimension. This means that the ethnographer's search for cultural
meaning can never stop at mere observation of action or analysis of cultural
systems but also must take into account, as an essential element, what an action or
institution means to the participants as they articulate it. As Geertz mentioned:
It took only a little while longer to realise that a conception of culture
as a massive causal force shaping belief and behaviour to an
abstractable pattern — what has been called the cookie-cutter view —
w a s not very useful either for investigating such matters or for
conveying what one claimed to have c o m e up with from having
investigated them. Something a good deal less muscular is needed,
something a good deal more reactive; quizzical, watchful, better
attuned to hints, uncertainties, contingencies, and incompletion.
(Geertz, 1995, p. 44)
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Thus the work of Geertz provides one of the clearest examples of the influence of
hermeneutics on the discipline of anthropology12. In the writings of Geertz we can
perceive the influences of the ideas of such figures as Dilthey, Gadamer, and
especially Paul Ricoeur (whom Geertz frequently has cited).

Geertz (1973) felt that the ethnographer, whatever else s/he may do in gathering
and organising data about a culture, will ultimately be engaged in a process 'thick
description' (1973, p.5). The necessity of thick description, in which the
ethnographer is always involved, stems from the various dimensions of the
linguisticality of all cultural phenomena. First, at the level of the participants'
discourse, a given action can be described and thus interpreted by various
participants in different ways. What one person may describe as a wink another
may describe merely as a twitch of the eye and yet another as the placing of a
curse. The point is that even at the level of the participants' own descriptions,
there can be no single or unequivocal datum constituting the object of
ethnography. Secondly, when dealing with a culture that employs a language with
which the ethnographer is unfamiliar, s/he typically must make use of informants
(persons who are native speakers of the language but who also speak the
ethnographer's language). Their descriptions of actions and events in another
language add another interpretive stratum to the texts that ethnographer must
interpret. As Geertz mentioned:
The whole point of a semiotic approach to culture is, as I have said, to
aid us in gaining access to the conceptual world in which our subjects
live so that w e can, in s o m e extended sense of the term, converse with
them. (Geertz, 1973, p. 2 4 )

12

Hermeneutics is a theory and method of interpreting human action and artefacts. It derives
from the term interpreting biblical texts, a practice which involved detailed attempts to
understand the 'authentic' version of the work. Dilthey used the term (and also verstehen) to
refer to the method of the 'cultural sciences' (Collins Dictionary of Sociology, 1991).
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Finally, the ethnographer must write his or her own account of these other
descriptions in such a way as to communicate to yet other readers the 'web of
meanings' that make up a given culture. As Geertz mentioned:
What a proper ethnographer ought properly to be doing is going out to
places, coming back with information about h o w people live there, and
making that information available to the professional community in
practical form, not lounging about in libraries reflecting on literary
questions. (Geertz, 1988, p. 1)
Thus Geertz's symbolic, mentalist approach, relies very much on the description of
what he sees as the layers of mediation, like mood, motivation and conception;
between the systems of symbols and the facticities of everyday life. In this way
Geertz ranges through accounts of all aspects of culture from kinship, religion and
politics to economics, addressing the social action of mind, both in the form of the
conscious and the unconscious.

So, Geertz recommended the study of cultural phenomena through an engaged
empirical fieldwork, an ethnography which is not a series of techniques but a
relationship, an attitude. In his own word:
The fact is that to commit oneself to a semiotic concept of culture and
an interpretive approach to the study of it is to commit oneself to a
view of ethnographic assertion as, to borrow W . B . Gallie's by n o w
famous phrase, 'essentially contestable'. (Geertz, 1973, p. 29)
Geertz seeks the enlargement of the universe of human discourse through an
understanding of the meaning of symbol or cluster of symbols for the people who
are using them. He sees, culture is a system of shared symbols and meanings.
Symbolic action needs to be interpreted, read or deciphered in order to be
understood.

Because Geertz views ethnography as an interpretive process, there can never be a
final, correct description of a culture or its practices. The temporality of
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interpretation dictates that understanding will always remain incomplete and openended. In his own words:
Cultural analysis is intrinsically incomplete. And, worse than that, the
more deeply it goes the less complete it is. It is a strange science
whose most telling assertions are its most tremulously based, in which
to get somewhere with the matter at hand is to intensify the suspicion,
both your o w n and that of others, that you are not quite getting it right.
But that, along with plaguing subtle people with obtuse questions, is
being what an ethnographer is like. (Geertz, 1973, p.29.)
However, this does not lead to subjectivism, because all cultural phenomena are,
like texts, ultimately public, rule-governed, and principle accessible. As Geertz
mentioned:
My own position in the midst of all this has been to try to resist
subjectivism on the one hand and cabbalism o n the other, try to keep
the analysis of symbolic forms as closely tied as I could to concrete
social events and occasions and the public world of c o m m o n life.
(Geertz, 1973, p. 29)
Although the foregoing discussion did not cover all aspects of the work of Geertz,
it has shown Geertz's methodological position. As mentioned earlier, the central
thrust of what Geertz calls 'interpretive anthropology' is to understand institutions
and events in their socio-historical context and from the 'native's point of view'.
Geertz questioned:
If we are going to cling — as, in my opinion, we must — to the
injunction to see things from the native's point of view, where are w e
w h e n w e can no longer claim some unique form of psychological
closeness, a sort of transcultural identification, with our subjects?
What happens to verstehen w h e n einfUhlen disappears? (Geertz,
1984, p. 124)
In his writings Geertz attempted to answer this question of how is anthropological
knowledge of the way natives think, feel, and perceive possible and felt that this
issue is not moral, rather the issue is epistemological.
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So, from the point of view of Geertz's methodological position, along with music,
art and literature, social institutions such as accounting systems can also be seen as
symbolic forms through which society expresses its collective world views.

5.3.3 THE CONCEPT OF 'CULTURE' REVISITED

This study deals with understanding and functioning of accounting in a public
sector organisation that underwent cultural and organisational change prompted by
various public sector reform agendas. In addition to Geertz's symbolic/interpretive
perspective of culture, as mentioned in the previous section, the role of culture in
creating organisational changes and its (culture) serving as a control mechanism in
order to create strong organisational commitment will also be emphasised in the
interpretation of the study.

To further clarify: two generic interpretations of culture put forwarded by Smi
(1983) are discussed here. These are, culture as a variable and culture as a
metaphor. According to Dent (1986), those w h o see culture as a 'variable' tend to
advance cultural analysis for its instrumentality to management. Culture is put
forth as one of those things like strategy, systems and structure which management
can and should manipulate towards organisational ends. For example, culture is
promulgated

as a mechanism

through which management can generate

commitment to 'corporate' values, as a method of control through which they can
instil appropriate 'altitudes' and behaviour, and as a means through which they can
create unity and consensus in organisations. O'Reilly and Chatman (1996) viewed
culture as a form of organisational control and defined culture as a system of
shared values (that define what is important) and norms that define appropriate
attitudes and behaviours for organisational members (how to feel and behave).
Ebers (1995) developed a typology of culture which closely resembles the
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description of the culture as a variable discussed above. The typology is provided
in Table 5.1.
Table 5.1
Typology of Organisational Culture
Characteristics

Cultural Ideal-Type
Legitimate
Culture
Environmental
norms and
values
Ideology

Efficient
Culture
Constituencies'
demands on
performance
Adequate
performance

Traditional
Culture
Members'
values, beliefs
and traditions
Affiliation

Focus

External
support;
legitimacy

Outcomes; expertise; planning; control

Basis of
individual
compliance

Identification;
ideological
pressures for
conformity
Normative
regulation

Social and
material
sanctioning

Trust tradition; longterm commitment
Internalisation

Public institutional setting;
performance
difficult to
assess

Structurally interdependent
groups; monitored; performance readily
assessable

Origination of
content
Basis of
Validity

Co-ordination
of actions

Characteristic
setting

Shared
teleology

Utilitarian
Culture
Members'
(self)
interests
Psychological
and legal
contracts
Achievement;
just allocation
of rewards and
contributions
Calculations
of
consequences

Dramaturgical Interlocking
interest and
and c o m m u nicative action strategic
action
Small,
Groups with
heterogestable m e m neous groups
bership, long
of
history, and
regularly conintensive
vening indiviinteraction
duals with
mutual
interests
and purposes

(Source: Ebers, 1995, p. 153)

There are a number of advantage of this typology (Pfeffer, 1997). This typology
highlights the various bases of individual compliance to cultural values. It also
highlights both the internal self-regulatory consequences of culture and also the
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possibility of culture serving external legitimation and adaptive uses. In addition to
pointing out four ideal types of organisational culture, this typology describes some
critical dimensions of the conceptions of organisational culture.

Dent (1986) identified two other cultural ideal-types, which are, dominant-cultures
and counter-cultures in organisations. A dominant-culture refers to meanings
shared by the majority in the organisation or group under study. A counter-culture
embodies beliefs, values and meanings which are opposed to those expressed in the
dominant-culture. In the light of this study, 'dominant-culture' is synonymous with
the 'traditional culture' and 'counter-culture' is synonymous with the 'efficient
culture' in the above typology. One of the questions of this study is to explore the
change process from the dominant culture to the counter culture of a public sector
organisation.

Culture as metaphors (Smircich's second type generic interpretation of culture)
brings fundamentally different perspective to organisational analysis. This
perspective suggests that we interpret organisations as culture (Smircich, 1983).
Organisations are understood and analysed not mainly on economic or material
terms, but in terms of their expressive ideational and symbolic aspects. Culture
provides interpretative structure through which an organisation is made possible
and meaningful. In this view cultures are created and recreated through social
interaction. DuGay et al. (1997) argued that culture is inextricably connected with
the role of meanings in society which suggests that cultural meanings do not arise
in things but as a result of social discourses and practices which construct the
world meaningfully. They (DuGay et al.) further argued that because all social
practices are meaningful practices, they are all fundamentally culturaL Jelinek et aL
(1983) argued that culture persists and is changed or maintained by virtue of its
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continual (re)creation through interactions of organisational members, their shared
interpretations, and the significations they attach to what occurs.

According to these metaphorical interpretation, culture is viewed not only as
'outcome' (Jones, 1983; Wilkins and Ouchi, 1983) but also as both outcome and
precondition (Jelinek et al, 1983) [italics are mine]. For example, the existing
'business culture' in many public sector organisation could be regarded as both
outcome and precondition. Culture is also viewed as interpretive, interactive
rather than an unidirectionally casual model. Cultural description and analysis is
therefore increasingly crucial to the production of sociological knowledge. There
is little or no distinction between studying 'the culture' and studying 'the society'.
This side of the interpretation of culture is also synonymous with views expressed
by Geertz on cultural interpretation. Geertz (1973) asserts that culture consists of
webs of significance (the human being has spun and the analysis of it (is) therefore
not an experimental science in search of law but an interpretive one in search of
meaning). This also implies that cultural analysis is an interpretive endeavour, in
which the researcher seeks to learn the shared meanings and significations
attributed by the relevant group to their interaction and context.

So, under this 'metaphorical' view, the culture concept is viewed as relatively
enduring, a symbolic system of value, beliefs, and assumptions evolving from and
shared by interacting organisational members that allows them to explain,
coordinate, and evaluate behaviour and to ascribe common meanings to stimuli
encountered in the organisational context; these functions are accomplished
through the mediation of implicit and explicit rules that act as cultural warrants.
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From the discussion of the previous section it can be said that within the
organisational and accounting literature two conceptions of culture have emerged.
From the 'culture as a variable' sense, culture is just another variable to be
combined with the organisational structure and processes in order to bring about
the desired results. Under this concept organisations are portrayed as having a
culture which may be crafted and manipulated by management intervention to instil
particular company values and attitudes and to create a particular form of
behaviour (eg the commercial culture in many public sector organisations in which
money had never been the universal measure stick). On the other hand, from the
'metaphorical' sense, organisations may be thought of as culture. From this
perspective, culture is not a separate element rather it constitutes or is the
organisation. Organisations are shared meanings, values and beliefs - that is, the
culture, which over time, has been formed by the organisational members (Schein,
1992; Preston, 1991; Levy, 1986; Smircich, 1983).

However, the later concept (ie culture as metaphor) does not preclude the
existence of organisational structures and processes, but rather it suggests that they
are symbolic representations of a particular view of organisational reality (Preston,
1991). As Geertz mentioned:
Once human behaviour is seen as symbolic action - action which, like
phonation in speech, pigment in painting, line in writing, or sonance in
music, signifies - the question as to whether culture is patterned
conduct or a frame of mind, or even the two s o m e h o w mixed together,
loses sense. (Geertz, 1973, p. 10)
Therefore, although 'culture as a variable' indicates a functional, positivist
orientation (Schall, 1983) research paradigm and contradicts the alternative
qualitative perspective adopted in this study, as the foregoing arguments of these
authors indicate, the concept of 'culture as a variable' can also be brought into
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analysis which will provide important insights on the organisational and cultural
change in the said organisation prompted by the various public sector reforms.

5.3.4 ORGANISATIONAL CULTURE AND ACCOUNTING

Dent (1991) felt that accounting practices are a c o m m o n feature of most work
organisations and therefore inevitably accounting is likely to be implicated in an
organisation's cultural systems. Ansari and Bell (1991) argued that the values and
norms embedded in the culture of an organisation and/or a society influence its
accounting and control practices. They (Ansari and Bell) further argued that along
with music, art and literature, social institutions, such as accounting and control
systems are seen as symbolic forms through which a society expresses its collective
world view. T o understand these institutions, one must first understand h o w the
acquired world views used by individuals shaped such systems and what they come
to symbolise for them. For example, it can be interesting to explore h o w world
views like commercialisation and 'bottom line' shaped the accounting system in a
commercialised public sector organisation.

The introduction of commercial

accounting technique in many public sector organisations where money had never
been the universal measuring stick was the result of cultural change in the public
sector and also shaped the culture of the organisation. Capps et al (1989) in their
study of National Coal Board in U K also observed that the particular significance
of an accounting system is closely connected to the interests of people and to the
culture of their organisational context.

Czarniawska-Joerges and Jacobsson (1989) linked budgeting and the cultural
context and depicted a budgeting system as a symbolic performance rather than a
decision making process; a means of conversation rather than a means of control;
and an expression of values rather than an instrument for actions. Tomkins and
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Colville (1984) argued that the significance of accounting cannot be reliably
deduced without seeing the relationship between the accounting in operation and
that broader management within a particular cultural context. Preston (1991) also
indicated that budgeting may form part of the culture of the organisation and
indeed it (budgeting) may be active in shaping the pattern of shared meanings,
values and beliefs.

Again, within this overarching concept of an organisation as a culture, it is sensible
to recognise the possibility and likelihood of distinct subcultures existing among
managerial teams, occupational groups, members of different social classes and so
on (Dent, 1991; Schall, 1983; Hofstede, 1981). Accounting is likely to be
differentially implicated in these subcultures in organisations. Accounting systems
embody particular assumptions about an organisation, rationality, authority, time
and so forth. These may be more or less consonant with local subcultures in
organisations. Earlier Dent (1986) pointed out that in a particular culture
accounting may have both obvious and obtuse symbolic meanings1 . For example,
obvious symbolic meanings may be efficiency, productivity, profitability,
calculative rationality. Obtuse symbolic meanings, which have less direct
association and could be uniquely personalised might be analytical rigour,
managing for cash flow, exploitation etc.

The following section describes the other theoretical framework adopted in the
study (ie Laughlin's (1991a) organisational change models).

13

Obvious symbolic meaning is intentional. It is transmitted and received through a kind of a
'commonly shared lexicon' of symbols. A n obvious symbolic meaning of 'crown' is monarchy
or head. Obtuse symbolic meanings are less direct and more subtle. They comprise the set of
personalised meanings ascribed by each individual irrespective of the user's intention. These
may differ across individuals. For example, to some, 'crown' may signify patriotism, to others
glory, to others pageantry, to others oppression etc. (Barthe, 1984, quoted in Dent, 1986).
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5.4 LAUGHLIN'S 'SKELETAL' MODELS OF ORGANISATIONAL
CHANGE
The concepts of culture adopted in this study are mentioned and explained in the
previous sections. These concepts of cultural perspectives will be applied in
amalgam with Laughlin's (1991a) 'skeletal' model of organisational change and
Broadbent's (1992) extended model of Laughlin. These models are discussed in
the following sections.

These models are associated with Laughlin's (1995)

'middle-range' thinking approach.

In proposing the 'middle-range thinking'

approach Laughlin (1995) argued that 'skeletal' theoretical models are used to
provide vehicles for articulating, rather than deforming, the nature of reality.
According to Laughlin, a 'middle-range thinking' approach recognises that
'skeletal' theoretical models which can be used to enhance understanding but
cannot stand alone from the empirical situation in which they are applied. Middlerange thinking, therefore, recognises the importance of both 'skeletal' theory and
empirical data.

Laughlin (1995) argued that the strength of this approach is that the empirical
detail is used to complement and complete the 'skeletal' theory. T h e skeletal
theory, however, also provides a focus for describing and making sense of the
empirical details.

Nevertheless, the theoretical framework is extended and

enhanced by the empirical situation in which it is applied.

Previously, Laughlin (1991a) emphasised the importance of studying accounting in
action and provided a series of 'skeletal' models of organisational change which
the researcher could utilise and develop during the period of study. H e felt that
there is still m u c h to uncover to understand fully the dynamic processes at work
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and these can be understood better by tracing the pathway which a disturbance
takes through an organisation. For example, various public sector reforms led to
significant organisational change within the Government Department chosen as the
'case' for this study. These various reform measures could be regarded as
'disturbances' as mentioned by Laughlin in his skeletal models of organisational
change.

These models of organisational change developed by Laughlin are drawn from a
wide range of sources (eg as quoted in Laughlin, 1991a: Bartunek, 1984;
Greenwood and Hinings, 1988; Hinings and Greenwood, 1988; Levy, 1986).
Later Broadbent (1992) added 'flesh' to Laughlin's models by using empirical data
through a case study on National Health Services (NHS). As Laughlin said:
These models are intentionally pitched at a highly general level
allowing both variety and diversity in any empirical outworking. In
fact, these models need empirical examples to demonstrate and amplify
their nature. They can be likened to 'skeletons' which need the
(empirical) 'flesh' to make them meaningful 'whole beings'. (Laughlin,
1991a, p. 210)
Broadbent (1992) extended the model by emphasising and incorporating a cultural
change element in the Laughlin's models. Since this study is also aiming at cultural
analysis, Broadbent's extended model will also be considered.

Laughlin conceptualises organisations as being an amalgam of 'interpretive
schemes', 'design archetypes' and 'sub-systems' as shown in Figure 5.2.

Laughlin argued that organisations contain certain tangible elements about which
intersubjective agreement is possible (eg the phenomena that we call buildings,
people, machines, finance and the behaviours and natures of these elements) and
two less tangible dimensions which give direction, meaning, significance, nature
and interconnection to these more tangible elements and about intersubjective
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agreement is very difficult. This less tangible part is divided into two progressively
invisible parts: a design archetype and interpretive schemes, both which are created
and sustained by the past and/or current organisational participants. Actually the
interpretive schemes are seen by Laughlin as the underlying sets of values and
beliefs which are held by organisational members. They are given structure and
coherence by the design archetype, which comprises the structure and management
systems of the organisation.
Figure 5.2
A M o d e l of Organisation

Level 1
Beliefs, values and norms
Interpretive
schemes

Level 2
Mission/Purpose

Intan ible

'I

Level 3
Metarules

Design
archetypes

Organisation structure, decision
processes, communication system;

T
Subsytems

Tangible organisational elements

Tangible

(Source: Laughlin, 1991a, p. 211)

Laughlin suggested that the interpretive schemes can be subdivided into different
levels of abstraction and centrality. Laughlin in his model incorporated Levy's
(1986) ideas of the four levels of abstraction of interpretive schemes eg core
processes (at the periphery), culture, mission and paradigm. T h e 'core processes'
are to do with structure, decision processes, communication patterns, etc. which
basically constitute the design archetype. 'Culture' refers to beliefs, values and
norms. 'Mission' refers purpose and broad programmes for direction of action.
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'Paradigms' as 'metarules' underpin and give direction to all lower levels. The
model of Laughlin as shown in the above figure suggests that the interpretive
schemes, design archetype and sub-systems are potentially, at any point in time, in
some dynamic balance. Laughlin (1991a, p. 213) indicated that it is only an
environmental disturbance ie some uncontrollable jolt which will require the
organisational participants, however reluctantly, to shift the inert characteristics of
organisational life. Such disturbances will lead to shifts in the balance of the
dominant lines of an organisation, but the intention will always be to return to
some other balanced state around which a new level of inertia can set in.
However, quoting Greenwood and Hinings (1988), Laughlin pointed out that a
'schizoid' organisation (not only in the design archetype, but also in the rest of the
organisation) is clearly a possible, but unwanted state.

The four 'skeletal' models of change which Laughlin (1991a) then developed (eg
rebuttal', reorientation', 'colonisation' and 'evolution') describes the different
pathways an environmental disturbance can take through an organisation. These
pathways are related to the idea of first order and second order change. First order
changes involve changes initially at the level of the design archetype, but will not
affect the interpretive schemes. Second order changes will result in changes not
only in those elements altered by first order changes but also in the interpretive
schemes.

Change of a 'rebuttal' nature will involve some changes but primarily these will be
in the design archetype. Rebuttal is a change of a first order nature since it fails to
shift the balance and coherence between the original interpretive schemes and the
old and adapted design archetypes. They make little impression on the life of the
organisation. Unlike rebuttal type changes, 'reorientation' changes are assumed to
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affect not only the design archetype but the subsystems as welL This is because the
disturbance cannot be rebutted, but in such a w a y that the real heart of the
organisation (the interpretive schemes) is basically unaffected by the disturbance.
According to Laughlin. the change is therefore of a first order nature and as such is
a transition rather than a transformation.

According to Laughlin, 'colonisation' involves a second order change which
seemingly is forced o n the organisation. T h e environmental disturbance results in
changes in the design archetype, the subsystems and the interpretive schemes of the
organisation, invariably through the activities and actions of a small group of
organisational participants. This change in the interpretive schemes results in a
totally n e w underlying ethos for the organisation as whole. According to Laughlin,
this type of change therefore represents a transformation. 'Evolution' is also a
second order change which involves major shifts in the interpretive schemes.
However, change of an evolution nature is assumed to be chosen and accepted by
all the organisational participants freely and without coercion. The following
subsection discusses the location of accounting system in Laughlin's model
followed by Broadbent's (1992) extended model of laughlin.

5.4.1 THE LOCATION OF ACCOUNTING IN LAUGHLIN'S SKELETAL MODEL

The model developed by Laughlin (1991a) separates out the design archetype as a
crucial link between the sub-systems and the interpretive schemes. Accounting is
argued to form an important part of the design archtype and it is a key element of
the organisational communications system (Laughlin, 1991a; Broadbent, 1992).
Following H o p w o o d (1990), Broadbent (1992) argued that the visibilities which
are achieved by accounting within organisations supposedly provides a greater
capacity for the organisation to be managed in a particular way. Broadbent (1992)
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further argued that accounting as a part of the design archetype can also give

visibilities to the less tangible elements of the interpretive schemes suggested in th
Laughlin's skeletal model. The design archetype is a tangible manifestation of the
values of the interpretive schemes, there to guide the sub-systems in a way
commensurate with those values. The relationship of the design archetype (ie the
accounting system), to the interpretive scheme is a close one. Given this closeness,
Broadbent (1992) felt that the accounting system provide a more tangible focus for
examining how the interpretive schemes develop in the context of a process of
change. For example, introduction of business/commercial culture in many public
sector organisation is argued to have close relationship with the introductions of
commercial accounting in those organisations.

Actually Laughlin (1991a) adopted Jurgen Habermas' three part model of social
development to describe organisations and explain how they respond to change in
the above mentioned organisational change model. Habermas (1984, 1987) argued
that the development of society is a process of differentiation between social values
and physical systems. Social values or the 'lifeworld' are the accepted beliefs,
culture and traditions, which provide a basis for both personal and social identity.
Physical systems are established to reflect the social values, but as the complexity
grows and the systems develop an autonomous developmental logic (or lifeworld)
of their own they become increasingly difficult to control Steering media seek to
bridge the growing gap and ensure that the developmental logic of the systems
remain consistent with values of the social lifeworld. To Habermas the central
steering media are money and power, but these media become represented in
institutions such as the legal system and practices such as accounting control. The
problems emerge when the steering media or systems get out of hand and move in
directions that do not reflect the lifeworld demands . This was described by
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Habermas as 'internal colonisation of the lifeworld' (Habermas, 1987, p. 332).
The steering media transmit their values to the systems under their control and, if
successful, ultimately colonise the social values.

In Laughlin's (1991) model accounting information acts as a steering media. It is
not independent but actively embodies and reinforces certain values - whether
these values are derived from an internal lifeworld or from an external change
influence.

5.4.2 BROADBENT'S EXTENSION TO LAUGHLIN'S MODEL

Broadbent (1992) extended Laughlin's model by incorporating the concept of
'cultural fragmentation' in the interpretive scheme.

She provided 'flesh' to

Laughlin's model through her case study on the N H S and emphasised cultural
change at the interpretive scheme level. This extended model is depicted in Figure
5.3.

Broadbent (1992) pointed out that the original model did not address the question
as to whether all members of an organisation would hold the same set of
interpretive schemes.

Her case study provided evidence that organisational

members need not necessarily hold identical sets of interpretive schemes. She
thereby suggested incorporation of cultural fragmentation in the original model and
provided further evidence that these fragmented cultures in an organisation are
affected differentially by attempting to introduce change.

This cultural

fragmentation m a y lead to the disintegration of an organisation. She however,
from the evidences of her case study, suggested that provided there is agreement at
the higher levels of the interpretive schemes, the disagreement at the lower levels
of an organisation m a y not lead to the disintegration of the organisation.
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Figure 5.3
T h e Extended M o d e l of Organisation

Metarules

Interpretive
schemes
Fragmentation at
the cultural
levej

Missions and beliefs
Culture

Culture

Culture

Different
interpretations
Design
Archetype

Sub-systems

(Source: Broadbent, 1992, p. 362)

So, Broadbent's study pointed out that a more complex model of the interpretive
schemes is needed and that the pathway of change in an organisation may not
necessarily be uniform (as suggested in the original model of Laughlin). Different
elements of the organisation may change in diverse ways and at different rates.

5.5 CONCLUDING REMARKS
In this chapter the theoretical framework adopted for the analysis of data are
described. The two frameworks discussed are the Geertz's 'cultural analysis' and
Laughlin's organisational change models. The public sector organisation which is
chosen as a 'case' for the study underwent a massive cultural and organisational
change prompted by the public sector reform initiatives. Its organisational changes
will be understood adopting Laughlin's organisational change models. Its cultural
change will be mainly understood from interpretive point of view by adopting
Geertz's interpretive views of culture which are regarded by some other authors as
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'culture as metaphor'. In addition, the culture of this organisation will also be

analysed from the view point of 'culture as a variable' in its change initiatives. It is
discussed and shown in this chapter that 'culture' is an important element in
defining the 'interpretive scheme' of Laughlin's models of organisational change.
It is also discussed that 'accounting' has an important place in both the
organisational and cultural change framework. So, these two frameworks can be
suitable to understand the relationship and role of accounting with the cultural and
organisational change in the organisation under study. In the following analytical
chapters these frameworks will be explored further but in the next chapter, the
public sector organisation under study is introduced first.

CHAPTER SIX
AN INTRODUCTION TO THE NSW DEPARTMENT OF PUBLIC
WORKS AND SERVICES

6.1 INTRODUCTION
In this chapter the the Department of Public Works and Services ( D P W S ) will be
introduced. It has already been mentioned that the D P W S is the ethnographic field
on which the whole study is based.

The DPWS is one of the State Departments of NSW. It was formed in April 1995
from the integration of the former N S W Public Works, the Commercial Services
Group, parts of Property Services Group and the Information Technology Policy
and Planning Unit of the Premier's Department.

The D P W S

offers a

comprehensive range of advisory and management services, including design,
documentation,

contract

administration,

project

management,

strategic

management and disposal of government property assets and heritage. Whole of
government services cover a wide range of activities, including government
printing, advertising

and information, purchasing, period

contracts, fleet

management and mail service.

The Department administers the State Contracts Control Board, which provides a
formal structure for user participation in the contracting system, independent
scrutiny and quality control of major public sector procurement decisions. The
Board also reviews, develops and makes recommendations for government
purchasing policy.

The Department also administers the N S W Government

Telecommunications Authority (Telco), which enables the best commercial
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advantage to be obtained form licensed carriers for any use of government
telecommunications assets and facilities.

The DPWS is a large and complex organisation by any standard. It responded
directly to various reform initiatives of the public sector reform in NSW. This
chapter is only intended to introduce various tangible and intangible elements
(Laughlin, 1991a) which constitute the Department of Public Works and Services.
The context issue - the public sector reform and related response by the DPWS - is
left for the forthcoming chapter.

It is important to point out that the DPWS was created in March 1995 through
integration of units of Government Supplies and Property Services Group with the
NSW Public Works Department. The Public Works is still a dominant activity of
the DPWS. Basically this study is the exploration of the change process of the
Public Works Department which started to respond the various public sector
reforms initiatives since 1988. So, in this thesis, unless specified, the change
process of the DPWS will mean the change process of the Public Works
Department (PWD) up to 1995 the change process of the DPWS as a whole from
1995 to date. The change process of one of the DPWS's business units which
became a part of it in 1995 will be dealt separately in one of the forthcoming
chapters.

The chapter is organised as follows. Section 6.2 gives a summary of the businesses
and clients of the DPWS. Its historical development is outlined in Section 6.3.
Section 6.4 describes its Charter, Section 6.5 describes its vision, mission, values
and Section 6.6 outlines its objectives adopted in line with such Charter, vision,
mission and values. Its corporate structure together with the historical background
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and the features of its structure are described in Section 6.7. Section 6.8 briefly
introduces its South Coast Regional Office where the initial pilot study for the
research w a s done and Section 6.9 briefly introduces the Corporate Finance
Branch - one of the two base stations of the field investigation for this study.
Section 6.10 summarises and concludes the chapter.

6.2 A SUMMARY OF THE BUSINESSES OF THE DPWS
T h e role of the Department of Public W o r k s and Services ( D P W S ) is to provide
impartial advice and professional expertise in business services and service delivery
infrastructure to the N S W Government and public sector agencies. The D P W S is
an off-budget agency which means it does not obtain funds from Government other
than those allocated to specific projects and programs. Its income is generated
from fees it charges to its clients for services. The primary business driver for the
Department is the delivery of value adding services to client agencies which enable
them to focus on and deliver their core business functions.

The Department is expected to operate as a commercial business and adopt private
sector business practices. T h e Department obtains revenues from two sources:

1. Fees: fees generated from projects, programs and portfolios managed on behalf
of agencies and Government.
2. Sales and Services: services to clients include service contracts, stores, motor
vehicle leasing and management, printing, advertising, mail and courier
services.

During the reporting year of 1995-96, the DPWS had income of $330.0 million
against a budgeted income of $315.4 rnfflion and had expenditure of $309.3 million
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against the budgeted expenditure of $306.8 million. Over 95% of revenue comes
from two tiers of government, namely, the State agencies and authorities and the
Local government. Table 6.1 provides a list of major clients of the DPWS and
their respective shares of business with the DPWS:
Table 6.1
Major Clients of the D P W S
CLIENTS
Ministry of the Arts
Attorney General's Department
Department of Community Services
Department of Corrective Services
Department of School Eduction
Government Funded Projects
Health
Department of Land & Water Conservation
Local Government Projects
Police Service
D P W S Internal Jobs
Roads & Traffic Authority
State Rail
T A P E (State)
N S W Treasury
Universities and Private Schools
Other Government Departments
Miscellaneous Other Revenue
Private Sector

Percent of Total
Business
1.70
1.30
1.00
2.00
21.20
7.30
5.10
7.90
1.80
2.60
5.80
2.30
2.10
5.20
1.90
3.50
16.0
1.90
9.40

(Source: D P W S , 1996/97, Overview of Corporate Financial Performance and Directions)

As a non-budget sector agency the Department is required to make an annual
financial distribution to Government. This figure is agreed with NSW Treasury
and is currently 70% of its pre tax profit (comprising income tax payable of 36%
and dividend 34%). This equates to a total financial distribution to Government,
including sales tax equivalent payments, in the order of $14 million. While as a

Department it does not pay sales tax at the point of sale of goods, it is required
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make sales tax equivalent payments to NSW Treasury. In addition to its revenue
stream, the Department has an annual turnover of approximately $1 billion.

The DPWS is expected to meet its agreed contribution to Government, while also
funding its own operational and ongoing capital investment costs. Its major
operational costs are staff salaries and accommodation. Salaries are by far the
biggest cost and the DPWS has to fund any increases from its own operational
budget.

The DPWS's Capital Programme is funded from its cash reserves and includes the
purchase of computers, plant and equipment essential for the DPWS to undertake
its core business. The Department's major capital asset is the information
technology used to support the professional and intellectual expertise of its staff.
To maintain this asset the DPWS will make a major capital outlay in future to
implement the Information technology Strategic Plan. Its major capital works
include the redevelopment and refurbishment of the Manly Hydraulic Laboratory at
a cost of $6.6 million.

Surpluses in the DPWS are held corporately and used to fund corporate activities
such as organisational programmes and also to meet its obligations to Government
which include taxes and dividends to NSW Treasury. The DPWS currently has a
strong financial position. There is no debt, superannuation liabilities are fully
funded and, as its client base is predominantly public sector, cash flow is regular
and incidence of bad debts is limited. But, on the other hand, as its major client
base is the public sector, changes to government policies and directions have a
direct impact on its financial performance. Reduction in government spending,
changes to administration, restructure of agencies, new policy initiatives and
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reduction of funding to specific portfolios have the capacity to open up new
markets or conversely, restrict other markets with a resultant impact on the
financial performance of the DPWS. All of its services are contestable with private
sector with market forces setting acceptable prices and margins.

These then, in brief, are the business activities and performance of the DPWS since
its commercialisation changes. Its reform process did not stop and is still
continuing. Brunsson and Olsen (1993) argued that knowledge of the history of an
organisation often is required if we are to understand even its most recent reforms.

Similarly the historian E.H. Carr wrote "the past is intelligible to us only in the l

of the present; and we can fully understand the present only in the light of the past"
(quoted in Loft, 1991, pl7). So, the organisation (ie the DPWS) which chosen to
understand an explore the public sector reforms in NSW - a knowledge of that
organisation's historical development will provide further insights to such
understanding. The following section provides a brief description of the historical
development of the DPWS.

6.3 A BRIEF DESCRIPTION OF THE HISTORICAL DEVELOPMENT
OF THE DPWS
As mentioned in the introduction section of this chapter, the history of the DPWS
lies in the history of the former Public Works Department (PWD). The DPWS
was created in 1995 through the integration of units of Government Supplies and
Property Services Group with the NSW Public Works Department. Public Works
is still the dominant activities of the DPWS. So, prior to 1995, the history of the
DPWS and its change process is mainly the changes and history of the PWD.
Accordingly, in this chapter, to describe the history and other aspects of the
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DPWS, the term 'Public Works', 'PWD' and 'DPWS' will be used interchangeably
and will mean the same organisation.

It is claimed that the infrastructure which has paved the way for the people of New
South Wales to enjoy one of the best lifestyles in the world has its foundation in
public works commenced nearly two centuries ago. By 1859 the extent of
infrastructure development being undertaken by the state has reached such a level
that it was decided to formally establish a department of Public Works1, which is
now an integral and dominant part of the Department of Public Works and
Services (DPWS). Coltheart and Fraser indicated that:
The history of the P W D is closely interwoven with the modern history
of N e w South Wales. The evidence of our public works heritage is
everywhere and essential to our everyday lives. It is not easy to
imagine what our days would be like without dams and reservoirs,
schools, hospitals, roads, bridges, post offices, and all the public
service features of the landscape. (Coltheart and Fraser, 1987,
v
Preface1 page)
The Pubic Works Department (PWD) was established as a separate entity in
October 1859. Prior to that it was attached to the portfolio of vLands and Public
Works'. Immediately after establishing the Department, its control of the
administration was transferred from Governor to Cabinet. At that time the
administration of the PWD was divided into four functions involving the Internal
Communications only such as Railways, Roads, Electric and Telegraph. A Board
of Works, made up of the heads of each section with the Secretary as Chairman,
provided oversight in the calling of tenders and expenditure of Treasury funds on
public works. From 1856 until 1890 the PWD was dominated by the "long boom"
of colonial development and the works were more important than was the
organisation to effect and maintain them. The number of employees of the PWD in

N S W Public Works was originally constituted by proclamation in the Government Gazette on 30
September 1859, effective from 1 October 1859.
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1878 totalled 77162 - including temporary as well as permanent staff. Of them
thirteen were administrative staff, thirty-nine employed on telegraph construction,
sixty-nine employees of the Colonial Architect's Office, 888 in the Roads Branch,
1,551 in the Harbours and River Branch and 5,156 in the huge Railway Branch
(Coltheart, 1991, p.27).

Concerning organisational structure Coltheart (1991, p. 27) pointed out that the
structure of the Department was very flexible and in the process of constant change
in response to altering demands and emphases. Coltheart further pointed out that
an outline of the organisational forms of the PWD is a representation of
administrative change. For example, John Rae who was the Under-Secretary of
the PWD from 1861, retired in 1888 and the careers of the four branch heads (eg
Railways, Roads, Electric and Telegraph) also came to a close by 1890.

Another important reform at that time was the establishment of the Parliamentary
Standing Committee on Public Works in 1888. The establishment of the
Committee was intended to provide Parliamentary oversight of major public works
expenditure. For example, from 1888, this Parliamentary Committee reviewed all
proposed works involving an expenditure of over £20,000. This Committee was a
joint committee with Members from both Houses, initially under the Minister for
Public Works. In 1896 it was placed under the control of the Speaker of the
Legislative Assembly and the President of the Legislative Council. More
systematic accounting and auditing procedures from this time also regulated the
disbursement of public money (Coltheart and Fraser, 1987, p. 9). In 1901 the

2

During 1995-1996, the staff numbers were 2,423 ( D P W S Annual Report, 1995-96, p. 48). The huge
difference in the number of staffs from its earlier days is due to the divestment of non-core activities from
time to time eg. railways branch. Moreover, a voluntary redundancy programme is also in existence in
the D P W S .
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Federation brought alterations to both the organisation and the functions of the
Public Works Department. The construction and maintenance of coastal
navigation works was transferred to the Commonwealth under the Australian
Constitution. Within the next few years the Federal Government established the
necessary works structure and the Public Works Department. By 1915, the
organisation of the Public Works Department had undergone a radical change, as
had other sections of the Public Service (Coltheart and Fraser, 1987, p. 9). During
the next seventy years, to meet the demands of a changing environment the Public
Works also had gone through several other organisational and structural changes.
In this respect Coltheart (1991) argued that the history of the organisational forms
of the PWD is a representation of administrative changes and pointed out that:
The structure of the Department was very flexible and in the process of
constant change in response to altering demands and emphases. While
mechanistic metaphor might seem more appropriate in analysing the
administration of public works, organic metaphors better explain its
growth.
This was an organisational complex rather than an
administrative unit, sub-dividing and re-absorbing its components and
also creating n e w organisms. (Coltheart, 1991, p. 27)
Although the PWD faced various organisational and structural changes from time
to time but it was like any other typical Government Department (ie was depending
on annual budget allocation) and its efficiency target was to maintain the
expenditures within the budget allocation which is known as input oriented. The
shake-up in its organisational, operational and cultural orientation started as the
NSW Government started implementing various reforms in the public sector during
and mid and late eighties. These reforms (eg, introduction of commercialisation,
corporatisation and managerialism) in the NSW public sector had a tremendous
impact on the PWD. Consequently, the PWD has gone through various dynamic
changes since 1988. Year 1991 was the most important and significant of all the
previous years of reforms within Public Works when the State Cabinet endorsed a
new charter for the PWD. From the beginning of 1992-93, the Department
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became officially off-budget with no Government subsidy (the P W D w a s classified
as a non-budget agency on 1 July 1992).

N S W Government's Report

"Performance of N S W Government Businesses' indicated that:
Since its inception 136 years ago Public Works has fundamentally
changed from being a large public sector in-house design and
construction organisation to one which facilitates the development and
management of public infrastructure and assets. This changing role has
involved a commercial focus and effective utilisation of the private
sector in design, construction and funding of infrastructure projects.
( N S W Government Report, 1995, p. 99)
So, prompted by the various reform strategies of the N S W public sector a n e w
Public W o r k s entity w a s created and it is claimed that since then its performance
has improved significantly (Christie, 1992-93, p. 5). Since 1992, Public Works'
status in the public sector has became multifacet for example, it is a Government
Department; it is fully commercial non-budget sector government

agency

(according to the definition provided by Allan, 1994, p. 241); it is a self-sufficient
competitive body (according to the classification of "Classification Task Force',
S C G T E , 1988, p. 3); it is a G T E (its Commercial Business Division is principally
engaged in trading activities - S C G T E , 1988, p. 1).

Figure 6.1 illustrates Public Works' (equally applicable to the present days
D P W S ' s ) status as a public sector agency o n the basis of public sector
organisations' nature and extent of administrative input, process, output and
accountability control. In this matrix, the P W D (and the present D P W S ) does not
fall under a single cell rather a multiple of cells. Before the commercialisation
reforms were introduced in 1988, it w a s mainly a "Government Service' (indicated
in cell A ) organisations. But n o w it falls mainly under 'commercial enterprise'
(indicated in cell F) having some of its responsibility units the characteristics of
'commercial business'(indicated in cell E).
Services' through its "Treasury Wing'.

It still provides some 'Government

187

Monir Zaman Mir/PhD Thesis/Chapter-6

Figure 6.1
N S W System of Classification of Government O w n e d Organisations for the
Purpose of Determining Application of Government ControI3
N o Output
Controls
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:OMMERCIAL
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Output
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1MERCIAL
VICE
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(Outer and N o n
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No
Input
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(Sources: SCGTE, 1988, p.3; N S W Government, 1989, p.16; Nicholls, 1991, p. 58)

In April 1995, there was another major structural change in the PWD through the
integration of the Commercial Services Group, parts of the Property Services
Group and the Information Technology Policy and Planning Unit of the Premier's
Department and it was renamed as the Department of Public Works and Services
(DPWS Annual Report, 1994/95, p. 9). The Public Works is still a dominant
activity of the new Department.

3

In this matrix, input controls cover staffing, expenditure and financing. Process controls include
appointment of the organisation's controlling body and the appointment of its chief executive officer and
ministerial directions. Output controls apply to production and pricing. Accountability controls involve
the relationship to the state's budget, accounting and reporting requirements, performance targets and
performance reviews.
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To conclude this section it can be said that this Department was subject to various
reforms since its inception in 1859. The notion of accountability of spending the
public money was there from its inception. Systematic accounting and auditing
were there to regulate the disbursement of pubic money. The Department's
involvement in trading undertakings were always there. The thrust for an efficient
PWD was also there during those earlier days. Coltheart (1991) pointed out that:
The design of an efficient organisation of public works was one of the
matters discussed at length in the N S W Executive Council prior to the
establishment of responsible government in the Colony in 1856. The
Council recommended a Board of Works, an idea first proposed by
Governor Fitzrory to the Legislative Council in 1854 and again by
Governor Denison in 1855. (Coltheart, 1991, p. 23)
But the major drives for improving efficiency through administrative and structural
reforms (ie commercialisation) started from 1988. That was the cultural change
and major shift from the traditional activities and accountabilities of a government
department. The following section presents the Charter and the role of the DPWS.

6.4 CHARTER AND ROLE OF THE NEW DPWS
It is already mentioned in an earlier section that the NSW Government created the
new Department to provide a sharper focus on service delivery, reduce waste and
eliminate duplication. As a result, one of the strength of the DPWS is the
tremendous breadth and diversity of its work, ranging from developing and
implementing whole of government policies to providing client focused commercial
services. The DPWS's charter involves using a combination of these skills and
experience to harness this diversity to meet their clients' needs by developing
creative solutions for a 'changing world' (DPWS Annual Report, 1995/96, p. 8,
italics and emphases are mine). The main areas in which the DPWS is trying to
achieve its objectives are information technology and telecommunications, total
asset management, procurement and supply of a wide range of goods and services,
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environmentally sensitive design, the strategic management of government
properly assets, and in the building and construction industry. A brief description
of these various roles of the DPWS is provided below.

Impartial Adviser
The Department's strengthened role means that it now not only provides impartial
advice to other department and agencies on how to construct buildings, but also
assists them in dealing with a range of complex asset management issues. This
includes finding the best strategies for managing existing assets and the provision
of alternative service solutions and it entails emphasis being placed on non-build
solutions, such as the more effective use of human resources and technology rather
than new capital works.

Information Technology and Telecommunications
As a key provider of services to other agencies, the DPWS has a pivotal role in
establishing the New South Wales Government as a pacesetter in the innovative
use of information technology and telecommunications. The use of standardised
systems, shared information and solutions will allow government departments and
agencies to deliver direct, seamless services to the community resulting in better,
faster, more comprehensive and lower cost services. Developing a balanced and
coordinated IT&T policy for the State will assist in the creation of a globally
competitive State economy, help to make the State's private sector world class and
reduce the cost of Government.

Environmental Design and Construction
The environmentally sensitive design, construction and management of public
assets is increasingly important to the public and Government alike. The DPWS is
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well placed to lead the Government in its efforts towards the use of non-renewable
fuel resources and energy conservation, both in the construction of public assets
and the management of those assets. The DPWS is committed to ecologically
sustainable development in all its dealings and will work in conjunction with the
Department of Energy to develop strategies towards more efficient energy
management of existing buildings.

Quality Services
The DPWS is taking steps to place itself at the cutting edge of modern practices
and techniques. Reform within the Department is being accelerated to ensure that
client's evolving needs are better served. Cultural change and modernisation of its
skill base are high priorities. Strategies to promote the maximisation of
opportunities for both the Department and its clients are being developed.
Effective approaches are being established with clients to explore opportunities for
improving current activities and delivery mechanisms. The expanded Client
Advisory Board now in place is one such strategy. Other strategies include
infrastructure partnerships with the private sector which, when properly planned,
can provide substantial benefits for the Government. Innovative quality solutions,
risk management properly services, construction industry reform, non-build/build
service delivery, commercial services and high quality advice are all key service
areas for the new DPWS.

Besides the above mentioned roles, the DPWS also administers the state contracts
control Board, which provides a formal structure for user participation in the
contracting system, independent scrutiny and quality control of major public sector
procurement decisions. The Board also reviews, develops and makes
recommendations for government purchasing policy. The Department also
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administers the NSW Government Telecommunications Authority (Telco), which

enables the best commercial advantage to be obtained from licensed carriers for
any use of government telecommunications assets and facilities (NSW Government
Directory, June, 1996, p. 335). Summary of the 'Charter' of the DPWS is
provided in Table 6.2.

Table 6.2
The Charter of the D P W S
Service Provider: To provide strategically selected commercial and professional
services to the N S W Government.
Impartial Adviser: To provide genuine impartial advice and innovative solutions to
meet the needs of other public sector agencies.
Information Technology and Telecommunications: T o provide leadership in
using I T & T to transform the way services are delivered and reduce the cost of
delivering services to clients.
Environment: To be a pacesetter in environmental design, energy efficiency and
ecologically sustainable development.
Procurement: To provide expert procurement services and advice, harnessing the
Government's purchasing power to benefit the people of N S W .
Industry/Government Interface: T o manage the commercial interface between
industry and government agencies, especially those which do not have the relevant
skills in-house.
Building and Construction Industry: Tor provide leadership by setting and
mamtaining standards focusing on probity, competitiveness, sound ecomanagement and use of technology.
Commercial Focus: T o strengthen the commercial focus of the organisation and
its off-budget status while enduring the provision of competitive services to clients.
Broader Market: To maximise the benefits to Government by providing services to
the public and private sectors in Australia and overseas.
These roles of the DPWS reflects its vision, mission and values. These are
discussed in the next section.

6.5 VISION, M I S S I O N A N D V A L U E S O F T H E D P W S
The public sector reform initiatives had a tremendous impact on the DPWS's

vision, mission and values. It gave up completely its previous budget dependent

values and adopted a new set of vision, mission and values which is commensurat
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with its commercialisation. This type of change in an organisation is regarded as a
second order colonisation change by various accounting researchers (eg Laughlin,
1991a, to be emphasised in later chapters). It is a mission-driven organisation
now. Osborne and Gaebler argued that
Most public organisations are driven not by their missions, but by their
rules and their budgets. They have a rule for everything that could
conceivably go wrong and a line item for every subcategory of
spending in every unit of every department. The glue that holds public
bureaucracies together, in other words, is like epoxy: it comes in two
separate tubes. O n holds rules, the other line items. M i x them
together and you get cement. (Osborne and Gaebler, 1993, p. 110)
Contrary to this statement, it can be said that the DPWS is now a mission-driven
rather than rule driven organisation. One Financial Controller of the DPWS
mentioned that,
We have at highest level the 'corporate vision statement' with a series
of business objectives. The next levels are corporate business plans,
the divisional plans and the branch plans. In the corporate plan we
set out our objectives those we want to achieve. We prepare operating
budgets for three years which have links to the objectives in business
plan. Corporate plan is a top down approach and the operating
budget is a bottom up approach. This is pretty similar to private
sector.
It has given up the 'line item' concept of budgets. All long-term and short-term
planning and yearly budgets are now mission-driven. Table 6.3 provides a
summary of the vision, mission and values of the DPWS.
Adoption and achievement of the DPWS's vision, mission and values statements
were prompted by the various reform strategies of the NSW public sector and
reforms within the DPWS. As an outcome of their mission-driven systems and
activities, the employees of the DPWS claimed that the organisation is now more
efficient and effective and able to produce better results. The Business and
Resource Manager of the South Coast Region of the DPWS stated that,
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We were input driven before but now our outputs are measured and
used as performance indicator. The organisation has become more
dynamic, more business oriented. People are more accountable now.

Table 6.3
Vision, Mission and Values of the D P W S
Vision: What it will achieve within next five years?
T o establish N S W as a world leader in providing government services.
Mission: H o w it will go there?
B y delivering m a x i m u m benefit to the community on behalf of the N S W
Government through the provision of exceptional value added services in:
• Information technology and telecommunications
• Asset management, infrastructure and procurement
* Whole of government policy and service delivery.

DPWS Value Staff- their creativity and commitment.
Teamwork to ensure the best solutions for its clients.
Integrity in all its dealings with its clients, colleagues and suppliers.
Client service - both internal and external.
Innovation to ensure better solutions for a changing world.

So, in 1995 with its n e w Charter together with its changed vision, mission and

values reflects its intention to perform better under the various public sector reform
initiatives in NSW. Accordingly considering its Charter, mission, vision and
values, it also has developed a set of objectives. These are outlined in the
following section.

6.6 KEY OBJECTIVES OF THE DPWS
To fulfil its mission and achieve and uphold its vision and values, the DPWS has
set some specific objectives and indicators of success. Its key objectives are:
1. Effective and strategic management of the State's physical assets and
infrastructure.
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and technologies to provide efficient,

affordable and accessible government services which are responsive to
community needs.
3. Maximise benefits using the Government' purchasing power.
4. Establish the N S W Government as Australia's pacesetter in ecologically
sustainable development.
5. Offer competitive business services that satisfy client needs.
6. B e recognised as the best performing public sector organisation in N e w South
Wales.

It has developed detailed strategies to achieve such objectives. In addition it has
developed a number of 'indicators of success' with which its performances are
compared. These are:
•

High level of recognition and satisfaction of government and key stakeholders.

•

High level of client satisfaction.

•

Long-term financial viability.

•

High level of staff satisfaction.

•

Best practice performance.

•

High level of ethics and probity.

At present the key challenges for the D P W S are to understand its clients better and
provide effective and efficient services that satisfy their needs whilst remaining
competitive in the market place ( D P W S , 1997/98, Corporate Plan). The people in
the D P W S are n o w enjoying a high morale. In order to fulfil its vision, mission and
values it has also brought about several frequent changes to its corporate structure
since late 1980s. T h e next section describes its corporate structure - its features
and recent changes.
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6.7 THE CORPORATE STRUCTURE OF THE DPWS
By almost any standard, the DPWS is a very big and complex organisation. Like

autonomous states within a country, there are independent units within the DPWS
It comprises a heterogeneous collection of functions. As a result of various

reforms, it is now a conglomerate unit, extremely complex in structure and inte
working. The application of accountable management principles in the public
sector as a whole and in the DPWS have led to extensive changes being made to
the structure of the DPWS. These changes represent a compromise between the

traditional departmental structure and a decentralised system of administration

Again, this compromise has necessitated the creation of some divisions within t
DPWS which, though part of the DPWS, enjoys full autonomy in financial and

managerial matters. Before discussing various aspects of its present organisati

structure a brief history of its structural changes and adjustments are first g
the following sub-section.

6.7.1

BRIEF HISTORY OF THE DEVELOPMENTS OF THE

DPWS's

STRUCTURE

Coltheart (1991) claimed that in the earlier days of the Public Works' inceptio
there were inconsistencies in the naming of sections of the Department in

Parliamentary returns and Departmental reports, even within the same year and n
infrequently, within the same document. For example, in an official
correspondence, 'Branch', 'Office' and even 'Department' were used to refer to

section under the Colonial Architect, up until the title Government Architect's
Branch was conferred in 1890 (Coltheart, 1991). Staff of the roads and bridges

section were similarly listed under 'Branch' and 'Department' as interchangeabl

titles in the Blue Book of the Civil Service establishment. The term 'Departmen

itself was inappropriate in referring to a number of autonomous branches each w
a permanent head who established his own links with parliamentarians and other

196

Monir Zaman Mir/PhD Thesis;Chapter-6

influential figures. James Barnet, as Colonial Architect from 1862 to 1890, John
Whitton, Chief Engineer for Railways from 1856 to 1889, William Bennett, Chief
Engineer for Roads from 1858 to 1889, each exerted a strong influence which
worked against any administrative unification until all had retired in 1890. In 1890
the 960 permanent staff of the P W D constituted 8 % of the total government work
force. At that time the Department w a s divided into sections titled Secretariat,
Tender Board, Valuation of Land, Roads and Bridges Branch (including a
sewerage section), Railways Construction Branch (including Tramways), Harbours
and River Navigation Branch, Military W o r k s Branch and Government Architect's
Branch.

However, studying the organisational history of the P W D Coltheart

(1991) came to conclusion that seven main functions of the P W D which can be
discerned over the 130 years of the P W D history. These are identified here as
public buildings, water resources, communication (including transport and
navigation), defence, conservation and heritage, trading undertakings, and
miscellaneous works. With the creation of the n e w D P W S , there are many n e w
functions added to and transferred from the already existing functions of the Public
Works. So, there were lot of changes and adjustments in its earlier organisational
structures. T h e following subsection describes its present organisational structure.

6.7.2

THE PRESENT CORPORATE STRUCTURE OF THE

DPWS

The focus of this section is not to evaluate critically the organisational structure of
the D P W S rather the focus is to explore the features of its existing structure and to
explore the recent comparative development in its structure.

Organisational structures continually changes as they are influenced by successive
waves of members, interactions a m o n g members, and incessant environmental
pressures. A s discussed in the previous sections the structure of the P W D is not an
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exception in its 130 years history. But it has been observed that its structure faced
frequent and drastic changes during the last decade which were prompted and
influenced by broader public sector reforms. One interesting fact is that majority of
these changes were imposed and involuntary. The present (as on 30/06/1997)
corporate structure of the DPWS is presented in Appendix 1.

As can be seen from its organisational structure, there are six divisions in the
DPWS which are the building block of its entire activities. Each division is a
responsibility centre. Each division again has a number of functional units which
are either cost centres or a profit centres. For example, the 'Regional Program
Management' under Operations Divisions consists of seven regions and each of
them is a profit centre. The 'Corporate Finance' under the Finance and
Management Services Division is a cost centre. The 'State Mail Service' under the
Commercial Business Division is a profit centre and called as 'business units'.
Again although both the Regions eg South Coast Region and business units are
profit centres, they are fundamentally different in their natures and operations. For
example, The State Mail Service is a completely independent unit having a charter,
vision, mission and objectives of their own. On the other hand a regional office is
simply a part of the main DPWS and reflects its overall goals, mission and visions
ie they are involved with the direct executive functions of the DPWS. A brief
description of the functions of each division is provided below.

Executive Management
These are the specialised groups responsible to the Director-General which
include, the Internal Audit and Strategy Unit.
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Internal Audit carries out an independent appraisal activity within the Department
for the review of operations as a service to management. This service functions by
measuring and evaluating the efficiency and effectiveness of procedures and
controls to assist the management of the D P W S

in the fulfilment of its

responsibilities.

The Strategy Unit provides independent strategic policy advice to the DirectorGeneral across all functions of the Department. The unit assists the DirectorGeneral to drive and align the organisation and to achieve corporate outcomes.

Operations Divisions
Operations Division undertakes the procurement of government infrastructure on a
whole-of-government approach. T h e division's strategies focus on the delivery of
non-build solutions, private sector solution opportunities and government capital
build investment solutions. T h e division has a multi-disciplinary workforce of
highly professional and multi-skilled staff including engineers, architects, builders
and other trade personnel.

The Operations Division represents the DPWS for all total asset management
services throughout the State via a network of regional and project offices. A
pilot study w a s conducted in one of its regional offices - the South Coast
Region at the initial stage of this research project.

Client Service Division
The Client Service Division advises and assists clients in enhancing the relevance of
their infrastructure and business services which in turn support the delivery of their
services to the community.

It does this by providing clients with professional

199

Monir Zaman Mir/PhD Thesis/Chapter-6

policy and technical advice and innovative solutions to their business needs,
ensuring m a x i m u m use of non-build options.

The Department's diverse client base includes Commonwealth, state and local
government bodies which covers the areas of health, education, transport, housing,
justice, energy, industry, finance, natural and built assets, planning, the
environment, the arts, science, heritage, tourism, ethnic affairs and community
services.

Policy Division
The Policy Division is responsible for the development of appropriate strategies,
policies and practices to meet the Government's objectives in the areas of
construction

industry

reform, total asset management

of public

sector

infrastructure and project procurement purchasing policy and risk management.
T h e division is also responsible for the development and adoption of environmental
construction policy procedures and performance standards.

Information Technology and Telecommunications Division
This division is responsible for a public sector approach of using information
technology and telecommunications to improve customer service, rrunimise red
tape and reduce the cost of services. The division assists government agencies
attain the best value for m o n e y in the development, procurement, management and
c o m m o n use of information technology and telecommunications infrastructure. It
produces policies, procedures and performance standards, accelerates the coordination and development of information technology and telecommunications
strategies and ensures information technology and telecommunications is
integrated with all business planning activities.
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Commercial Business Division
The Commercial Business Division is a group of service oriented businesses
providing quality services and products to the public sector and associated
organisations. The division includes the State Mail Service, Government Printing
Service, Government Information and Advertising, NSW Supply and State
projects. State Projects incorporate State Projects - Buildings, State Projects Infrastructure, the Glebe Material Testing and Chemical Services Laboratory; State
Property; Manly Hydraulics Laboratory and International Business. The division is
supported by a Commercial Support and Development Unit. One of the two main
bases for the fieldwork of this study is the State Mail Service.

Finance and Management Services Division (FAMS)
The FAMS Division provides strategic corporate management and a range of
support services which facilitate the effective performance of the Department. The
most important responsibility of the Division is providing the overall corporate
governance of DPWS. One of the branches of this Division is the Corporate
Finance Branch which provides a range of financial services supporting the

financial viability of the Department including accounting, financial planning, ris
management and financial systems administration services. The Corporate Finance
Team in FAMS is responsible for the consolidation of the $1.3 billion which flows
through DPWS each year (DPWS - Horizons, 1996). One of the two main bases
of the fieldwork for this study was the Corporate Finance Branch.

Besides the above divisions, the Department also administers three Statutory
Bodies, namely, the Board of Architects of New South Wales, NSW Government
Telecommunications Authority (Telco) and the State Contracts Control Board.
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Other major features of its corporate structures are discussed in the following
subsections.

6.7.3 MAJOR FEATURES OF THE DPWS's CORPORATE STRUCTURE
The organisation structure of the DPWS is moving towards such a structure the

features of which leads to term it as a 'post-modern' organisation structure. Th

post-modern organisational structure has a flatter hierarchy, is more fragmented
and decentralised (Graham, 1989). Post-modern organisations are more

responsive to owners, suppliers, clients, partners, competitors, unions, communit
and special interest groups (Mintzberg, 1983). The following discussion provides

further hints of the features of the DPWS structure which matches with the above
mentioned features of a 'post-modern' organisation.

The DPWS has, at present, a divisionalised form of organisational structure and

serves three basic functions. First and foremost its corporate structure is inte

to produce organisational outputs and to achieve organisational goals. Second, t

structure is designed to minimise or at least regulate the influence of individu
variations on the organisation. Third, the structure determines which positions
have power in the first place and set the flow of information. Other than this,
following features was also observed.

Complexity
As can be seen from the organisational structure chart, the DPWS is a massive

organisation with six divisions and each division has a number of units differin

activities, professional involvements etc. As a result the control and coordinat
of activities have become complex (horizontal complexity, cf. Hall, 1996). In
addition, the organisation is facing integration problems, specially financial
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integration because of this complexity. A s the Corporate Finance Manager of the
DPWS mentioned,
/ guess the most difficult problem we are currently facing is
"integration'. For example, the structure of the DPWS was cfianged in
1995 as some of our units eg, the Water Service and Sewerage and the
Olympic Construction Authority were taken off and merged with other
agencies. On the other hand the Commercial Services Group and the
Property Services Group of the government joined with us. These
units have their own accounting systems and integrating their
accounting with our one is the biggest problem at this moment.
If the present structure is compared to the structure 1985-86, its complexity will
also be evident. Back in 1985-86 the Public Works had only three divisions but
now it has six divisions having more variability in tasks.

Hierarchy and Bureaucracy

It has been found that the larger the organisation, the greater the emphasis given to
control through written rules, formal systems of communication and codified
procedures (Pitt and Smith, 1981). That is what is also happening in the DPWS.
The DPWS is now attempting to get a more flatter organisation4 and trying to get

rid off the authority-based administration that was characterised in the bureaucratic
structure and process model (originally laid down by Max Weber). Although it has
transformed into multi-organisational networks or loosely coupled organisational
systems rather than hierarchies of command and control recently (ie modern
governmental structures, Painter, 1987) there still exist some sort of hierarchy of
offices, each clearly under the supervision of a higher office. Each office in the
hierarchy has a fixed jurisdiction laid down according to the laws and regulations
which the organisation is required to administer. The power of the official is legal

4

Flatter structures refers to changes in the organisational structures of public sector agencies to remove
unnecessary layers of supervision and authority. Such changes to organisational structures are a
necessary accompaniment to devolution and decentralisation, as well as to changes in work design
Flatter structures also complement financial management reforms (Labour Research Centre, 1990).
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and rational. What the official may and may not do is specified by the rules of the
office held. These are nothing but elements of Weber's concept of bureaucracy
(Morgan, 1989). But due to the emphasis and implementation on the
decentralisation process, the DPWS administration can not be regarded as
extremely bureaucratic. The bureaucracy in the DPWS may be regarded as
'professional bureaucracy' (Mintzberg, 1979) where these organisations exist to
deliver services to their operating cores. Because the professions (eg engineers,
architects etc. in the DPWS) provide quality standards, little supervision and
standardisation of work is necessary. That is why the DPWS has a wide span of
control.

Decentralisation
It was mentioned earlier that the application of commercial management principles
through public sector reform has led to extensive changes being made to the
objectives, activities and structures of many of the public sector organisations
(O'Connell, 1994; Fairbrother, 1994). Same with the case with the DPWS.
Among other things, structural changes in the DPWS represent a compromise
between the traditional departmental structure and a highly decentralised system of
administration. Greater management responsibility is devolved to lower-level
managers in DPWS. For example, the South Coast Regional Office of the DPWS
has an administration which is free from the day to day influence of the centraL
Similarly with the State Mail Service.

It also now has a more decentralised system of financial control Each Division
and business unit and regional offices of the DPWS has its own finance function
headed by their Finance Managers/Business and Resource Mangers. The NSW
government started thinking about the cost of decentralisation of various agencies
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including the DPWS. Although the DPWS has not faced any problem concerning

its decentralised administration so far, it is facing some problems with respect to i
decentralised accounting system. As the Finance Manager of the of the Operations
Division mentioned,
/ don't see any major problem with our decentralised administration
except in case of few problems in our accounting system.
Decentralised accounting sometime creating duplication of works and
increasing our overhead expenditure. Probably we will not go for
decentralising all the accounting processes.
Management Control and Accountability
Accountability (specially financial accountability) in the DPWS is hierarchical
(Roberts, 1991). The chain of command and reporting in one of its Divisions - the
Operations Division and in its simplest sense, works in this way:

Regional Programme Management reports to the chief of Operations Division.
The Finance Manager of the Operations Divisions consolidates all the reports that
come from other programs including the reports from the regional offices.
Operations Division reports are sent to Corporate Finance of the Finance and
Management Services Division (FAMS). The Corporate Finance Manager
consolidates reports of all the Divisions including the Operations Division. Then
the FAMS Division reports to the Director General who has the final
accountability. Since the DPWS is an off-budget agency its performance is not a
preferred issue to discuss in Parliament. Similar types of chain of command and
reporting exists in other Divisions too.

The DPWS managers are now provided with much more freedom to take day-today management decisions without referring to other areas of government or to
ministries. After the Public Works started operating commercially, the
Government now no longer answerable for purely commercial decisions, including
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contract details, locations of services and so on. T h e Government through its
approval of the corporate plan is accountable for all decisions affecting the overall
performance of the D P W S . Individuals in the D P W S are accountable through an
accountability chain as follows:

Staff in the DPWS are accountable to management and ultimately to the Minister
through the Director General. The Director General, as the chief individual in
charge of day-to-day management, is directly accountable to the minister. The
minister, on behalf of the Government, is accountable to Parliament for the
performance of the D P W S within his or her portfolio. T o ensure enhanced level of
accountability, the management people belonging to the Senior Executive Service
(SES) must clearly focus on achieving agreed performance targets over a set time
period. For example, the Manager of the South Coast Region is employed on a
contract basis and his or her contract will be renewed depending on his or her
performance. So, although he or she has freedom to take day-to-day management
decisions for the South Coast Region but he or she also has to look after his or her
o w n performance.

Traditionally the concept of accountability in the public sector meant simply
providing information or answering questions in the Parliament without any 'shortcuts' to Parliament or the public at large (Parker, 1980; Mulgan, 1997). After the
introduction of reforms the concept of accountability includes setting organisation
and program goals; developing strategies; defining tasks and performance
measures; providing and reporting on results with transparent consequences for
their achievement or non-achievement; and rewards, incentives or sanctions as
appropriate (Corbett, 1992; W a n n a et al., 1992; Barrett, 1994). Similarly is the
case with the overall accountability of the D P W S .

There are critics of public
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sector reform w h o believes that the public sector reforms in various governmental
agencies encouraged sloppy accounting practices in the name of accountability and
reduced accountability of these agencies towards the society. But this does not
happen to be true in the case of the DPWS. The Director of Finance and
Management Services Division said:
In fact I think the accountability requirements now are much more
rigorous than before. First and foremost we must provide our annual
reports to the Parliament which quite extensively reviewed We send
report to the Public Accounts Committee and to the Auditor General.
Anybody can raise our case to the Ombudsman.
There is an
Independent Commission of Corruption which may ask any
explanations anytime concerning our accountability. So, the number
of reports we prepare to meet the demands of various State Regulators
and Parliament are quite extensive and this also prove our increased
accountability towards the society.
Accountability in the DPWS is not so much a consequential process to
performance but a catalyst to perform better.

Intra-organisational Cultural Diversity
One important feature of the structure of the DPWS is its intra-organisational
cultural diversity. At present the DPWS is a combination of people who came
from the Public Works, from the Information Technology Unit, from the
Commercial Service Group, from the Property Service Group etc. These people
have different organisational culture backgrounds. Although both the South Coast
Region and the State Mail Service fall under the common 'business culture' of the
DPWS, the organisational culture of the South Coast Region differs significantly
from that of the State Mail Service. This is one of the problems of internal
integration of the DPWS. As the Internal Audit Manager mentioned,
Another problem we are facing is our diversified organisational
culture. I think you have to solve cultural problem with the structural
problem. If you have everybody with Uie same aims then you have
much more synergy. But we have different scenario in the DPWS at
this moment.
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This intra-organisational cultural diversity is a big hurdle that the DPWS needs to
cross. It has to resolve the cultural problem side by side the organisational
structure issues. It has been observed during the fieldwork that there are many
units under the DPWS which not only differ among their cultures but some of them
are less interested in a commercial environment and less interested to stay together
with the Public Works.

Emerging Matrix Management System
The DPWS is now thinking about introducing a matrix management system by way
of introducing a 'management by project' concept. Under this concept a project
team will be created to manage a specific project by calling required expertise from
every corner of the DPWS. Mintzberg (1979) called this type of organisations 'ad
hocracy'. So, for example, what will happen if and management is by a project
team located in the South Coast Region? The staff in that team will be accountable
and report to the Project Manager as well as to the Regional Manager. This type
of arrangement is also regarded as matrix management system (Oman et aL, 1992).

It has been shown in the previous sections that adjustments were made numerous
times in structure of the Public Works and later the DPWS throughout its 136
years of existence. Drastic changes were made during the last decade. Structural
changes of organisations are usually driven by management discomfort, a sense in
the minds of key line managers that something is not right with the organisations
(Oman et al., 1992). But the situation of structural changes in the DPWS is
different. These changes were involuntary and imposed by the Government in
order to enhance the DPWS's efficiency and effectiveness. In such a situation
doubts may be raised about whether the present corporate structure of the DPWS
is ideal. According to the views of the of the Internal Audit Manager:
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/ suppose it could be argued that the structure of the DPWS
is not
ideal and we are having discussion about reorganising other than the
way things currently are. Actually the thing is that you really have to
ask whether there is any perfect structure at all in reality. Another
thing is that costs are involved in all sort of structural change
decisions.
Although it is not the subject matter of the thesis further exploration of the
relationship between the DPWS's organisational structure and its task performance
will be informative for the management analysts. The following section introduces
briefly the South Coast Region of the DPWS where a pilot study was conducted in
the initial stages of this research project.

6.8 THE SOUTH COAST REGION OF THE DPWS
As already mentioned, in the initial stages of the research a 'pilot study' was
conducted in the South Coast Region (SCR). So far, in the previous sections the
DPWS as a whole has been discussed. In this section the SCR will be briefly
introduced. The SCR is one of the seven Regions of the DPWS and these Regions
together cover the whole of the NSW.

The SCR is also one of the responsibility centres of the DPWS under its
Operations Division. It is responsible for its costs, revenues and the profit. Like
the overall DPWS it is now also output and result oriented. The services provided
by the SCR are:
• Assist in the development of the brief.
• Development and assessment of project feasibility and definition, including
project concepts, time schedules and cost plans.
• Management of design and documentation process using in-house or private
sector resources.
• Arranging procurement of projects (ie contracting method, tendering process
and selection of contractor).
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• Cost control during all phases from concept planning to final handover.
• Management of contracts including certification of payments, project financial
management and reporting.

These services are carried out by various management segments such as Project
Risk Management; Maintenance Management; Asset Planning Management;
Contract Management; and Program Management. The management structure of
the SCR is given in Figure 6.2.

The management structure of this Region may be termed 'hierarchical' (although
not a very tall hierarchy) which ensures the Regional Manger that his decisions will
be implemented by his subordinates at a different level of the hierarchy (Matheson,
1996). But in order to match with the overall philosophy of bottom up approach
of the DPWS, he also encourages inputs from his subordinates in various decision
making aspects in the Region.

Figure 6.2
M a n a g e m e n t Structure of the South Coast Region of the D P W S

REGIONAL
MANAGER

Superintendent

Client
Manager

Client
Manager
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Client
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The Regional Manager (RM) is responsible for all the activities and performances
of the SCR and reports to the Director of the Operations Division. The RM is an
SES position and is under contract service. The renewal of the service contract of
the RM is dependent on the performance of the SCR. Under him there are five
management people. One of them is the Business and Resource Manager who
looks after, among other things the accounting and financial management of the
SCR. This is the position which was created as a response to commercialisation in
the then Public Works. According to the Regional Manager of the South Coast
Region:
Finance and accounting function certainly got more significant status
now than before. Because it is now able to produce something which
is meaningful to the people in the context of public sector reforms.
Prior to becoming and off-budget agency, we were under line item
budget system and in reality performance and productivity did not
matter. But now we depend more and more onfinancialreporting to
find out whether the business is going into right direction.
The accounting and financial management framework of the SCR is the same as
what is done in the overall DPWS. Its change process, due to commercialisation,
can also be explained by the similar framework adopted for the overall DPWS.
Annual turnover of the SCR is $2.5 million.

All reports from the region are sent to the Operations Division of the DPWS. The
consolidated financial reports of the Operations are sent to the Corporate Finance
which has the responsibility for consolidating the whole organisation. The next
section introduces briefly the Corporate Finance Branch of the DPWS - which is
one of the two base stations for the field investigation.

6.9 THE CORPORATE FINANCE BRANCH
This is one of the two main bases of the fieldwork for the study. The other one is
the State Mail Service and will be described in a later chapter. It is one of the
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branches of the Finance and Management Services Division (FAMS) of the DPWS
and is basically a cost centre. The branch structure is provided in Figure 6.3.
Figure 6.3
Corporate Finance Branch Structure
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The Corporate Finance T e a m in F A M S is responsible for the consolidation of the
$1.3 billion which flows through DPWS each year. Corporate Finance Branch
(CFB) prepares the DPWS Statement of Financial Performance and has the
responsibility of monitoring how well the DPWS is meeting the agreed
performance targets set for the DPWS by its stakeholders (eg the Treasurer and
the Minister on behalf of the Government). The CFB is also responsible for the
investment of the Department's financial reserves. The CFB operates as a clearing
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house for all the internal billings and settlements between the different business
centres of the DPWS.

The CFB is also responsible for the risk management of contractors involved in
projects over $250,000. Each year the CFB assesses the financial capacity of over
300 contractors to complete the contract they tender for. The CFB also prepares
the financial statements for the DPWS, the Office of the Minister for Public Works
and Services (the Treasury wing of the DPWS), the Board of Architects, and the
NSW Government Telecommunications Authority.

The CFB is responsible for the overall accounting and financial management of the
DPWS and can be regarded as the 'bridge' between all the businesses and units of
the DPWS. All these services of the CFB are aimed at the financial viability of the
Department. Financial viability does not include the goal of 'profit maximisation'
by the DPWS. According to the Corporate Finance Manager:
Though we operate on a commercial basis we aren't trying to
maximise profits like a commercial company would. We set our fees
and charges to ensure we achieve afinancialreturn which satisfies the
shareholders and ensures investment for the future of the Department.
Even though we're part of Government we implement commercial
practices, and those commercial practices drive accountability back
through the organisation.
The CFB is not only responsible for the overall accounting in DPWS buy also
responsible as system administrator for reforming and changing the accounting
system.

6.10 CONCLUDING REMARKS
The organisation of the DPWS and its businesses are introduced in this chapter.
This chapter just gave some hints about the DPWS's transformation from a budget
dependent organisation to a commercial, output and performance oriented
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organisation in a very short span of time. More specific organisational, cultural
and accounting transitions will be emphasised in the upcoming chapters. Although
the introduction of the organisation was in the name of the 'DPWS' the discussion
on various organisational issues actually covered the former NSW Public Works
Department (PWD). As already mentioned, this is because the DPWS was only
created in 1995 and the Public Works' activities are still the dominant activities of
the DPWS. Therefore, any discussion concerning the history of the DPWS and its
organisational change issues should incorporate discussion of the former Public
Works Department.

In this chapter it was shown that, like any other governmental agency, the Public
Works Department (PWD) assumed different shapes and activities from time to
time but it was in the last decade during which it was transformed to a completely
different organisation. In line with the commercialisation, it adopted a new set of
vision, mission and values together with a new Charter and a set of goals. Since
1995, with the creation of the DPWS, the activities of the whole organisation
became more diverse including its dominant activities of Public Works. It is now a
large and complex organisation by any standard. The following chapter explores
its transformation further through theoretical reflections.

CHAPTER SEVEN
THE BREAKDOWN OF THE OLD PARADIGMS AND THE
ORGANISATIONAL AND CULTURAL TRANSFORMATION IN

THE DPWS
7.1 INTRODUCTION
In the previous chapter the organisation of the Department of Public W o r k s and
Services ( D P W S ) w a s introduced. S o m e hints were given about various changes
within the D P W S during the past decade but were not elaborated on. This chapter
discusses the chronology of various changes within the D P W S prompted by public
sector reforms.

A s discussed in o n e of the previous chapters the Australian public sector
m a n a g e m e n t (at all levels - federal, stale and local) has become far more
complicated in the last t w o decades. Economic, political and managerial forces are
challenging traditional habits in the public sector. A s modern pressures have
b e c o m e m o r e diverse, so the challenges are m o r e difficult to meet. There is a
declining belief a m o n g public servants and politicians in the beneficial role of the
state and the assumption that the state ought to be an extensive market player has
also been challenged.

A s a consequence, in Australia, the various levels of

government have introduced a 'market discipline' and vbest commercial practices'
through commercialisation1, corporatisation or privatisation (Guthrie, 1989;

1

The use of the term "commercialisation1 varies. It has been applied to the adoption of a variety
of commercial practices (eg. user charging), and it may be extended to cover several
organisational forms and reforms, including what is also referred to as 'corporatisation'. Thus
it may refer to both the reconstituting of an existing statutory authority and the excising of
activities from departments, or the reformation of those activities within a company structure.
Commercialisation is most often associated with the transition of a department or agency to a
user-pays or fee-for-service operation, together with the implementation of new accounting and
auditing arrangements ( N S W Commission of Audit, 1988, p. 70; Halligan and Power, 1992, p.
105). In the context of public sector reform another associated term for the above is
v
Managerialism' (Halligan and Power, p. 105). For example, Dixon and Kouzmin (1994, p.
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Walker, 1989; Guthrie et al., 1990; Broadbent and Guthrie, 1992; Guthrie, 1992a;
Halligan and Power, 1992; Wanna et aL, 1992; Broad, 1994). The States in
Australia led the way in the adoption of accrual accounting in the budget sector
and the introduction of the asset valuation process. For the States, the everdiminishing grants-funding from the Commonwealth has meant increasing pressure
to streamline their public sector operations and, where possible, to change agencies
from being net drawers on State budgets to being profit makers and dividend
payers.

For some public sector organisations such as the former NSW Department of
Public Works (and hence to be denoted as PWD throughout this chapter), the
winds of metamorphosis have been blowing for many years. There is evidence of
this in the implementation of a number of significant programs including: accrual
accounting; performance measurement; asset recognition and revaluation; and
commercialisation (eg., commercial pricing structures, ^right sizing', strategic
planning etc.). State ownership is retained but the new body is relieved of many of
the constraints traditionally operating across the public sector, allowing the PWD
to behave for all practical purposes as a business organisation making commercial
judgements and returning a profit. There is a change from a reliance on inputoriented, risk-adverse, control-oriented behaviour patterns of the PWD

57) indicated that, taken together, they (privatisation, corporatisation, commercialisation)
represent a conspicuous momentum of managerialism in public management across all levels
of government administration (in Australia). G T E s in N S W are required to satisfy the first
four principles set out in the report "A Policy Framework for Improving Performance of GTEs'
by the S C G T E (1988). This amount to commercialising their activities. Fulfilment of all five
principles is a necessary pre-condition for corporatising GTEs. This means establishing a State
Owned Corporation under the State Owned Corporations Legislation and may involve
incorporation under the Corporations Law. The principles are as follows: 1. the establishment
of clear and non-conflicting objectives; 2. the granting of managerial responsibility, authority
and autonomy in pursuit of such objectives; 3. performance evaluation and accountability, 4.
provision of rewards and sanctions commensurate with performance ; and 5. the establishment
of competitive neutrality.
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management to a more flexible, responsible, result-oriented behaviour. The
combined effects of the changes have reinforced the change in the management
culture of the DPWS and in the former PWD. This is a change of culture which is
often described as the vnew managerialism' or 'new public management' (Hood,
1995).

So, these reforms (eg introduction of commercialisation/corporatisation and
managerialism) in the NSW public sector have had a tremendous impact on the
PWD. Consequently, the PWD has gone through various dynamic changes since
1988 and the year 1991 is regarded by most of its people as the culmination of five
years' dynamic change for the Public Works Department when the State Cabinet
endorsed a new charter for the then PWD. From the beginning of the financial
year 1992-93, the Department became officially off-budget with no Government
subsidy. Since then its performance has improved significantly as is acknowledged
by Mr. Christie (the then Director):
A key element driving our overall reform strategy was to reduce our
reliance on direct Government subsidy and to achieve self-funding
status in 1992/93. Rather an ambitious goal five years ago when w e
required over $100 million each year from Government. From the
beginning of 1992/93, w e were officially off-budget with no
Government subsidy, after declaring a $3 million operating deficit the
previous year. It is with great pleasure I can report this year that for
the first time in the 134 year history of Public Works, w e produced a
small operating surplus, right on the target set five years ago.
(Christie, R.D., 1992/93, p. 5)
A similar view was provided in the NSW Government Report - 'From Strength to
Strength, 1994:
Rationalisation of operations and improvements in efficiency have
produced a marked improvement in the financial performance of N S W
Public Works. Efficiency, as measured by the value of outputs
compared to the value of inputs, increased by 4 7 % from 1987-88 to
1993-94. ( N S W Government, 1994)
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As already mentioned, the DPWS was created in 1995 by integrating various other
NSW governmental agencies with the Public Works Department (PWD). The
DPWS's major activities still remain as those activities of the PWD. So, as in the
previous chapters, in this chapter Public Works, PWD and DPWS will also be used
interchangeably to mean the same organisation.

The chapter is organised as follows. Section 7.2 provides a summary of the
context of reform initiatives within the DPWS (and in the former PWD). Section
7.3 underlines the various reforms which were implemented in the former PWD
from 1985 to 1991 and Section 7.4 underlines the reforms implemented from 1991
to date. Section 7.5 analyses such reforms through theoretical reflections. In this
section both the frameworks, that is Laughlin's organisational change models and
the cultural frameworks, are considered for analysis. In Section 7.6, the
organisational change model of Laughlin is further enriched through empirical
evidence gathered in this study. Section 7.7 concludes the chapter.

7.2 THE CONTEXT OF REFORMS IN THE PWD AND IN THE DPWS
It has already been mentioned in the previous Section (and also in chapter 2), the
Australian public sector underwent massive structural, organisational and
management changes. At the central and state government levels these included
the corporatisation and subsequent privatisation of state trading activities, the
introduction of a new financial management regime, major changes to the
machinery of government, a new system of appointing and remunerating senior
public servants, substantial cuts in various government programmes, significant
changes to public sector industrial relations practices, and a much greater concern
with accountability and performance assessment. Many ideas, theories, values and
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considerations have contributed to these macro-level reform policy issues
(explained in chapter 2).

Within such broader frameworks of public sector reforms in N S W , the P W D had
to cope with the pressures for changes prompted by such macro-level reform issues
during the last decade. The pressures came from its stakeholders as well as from
rapid social, economic and technological changes2. A summary of such pressures
for changes from its stakeholders and environmental pressures for changes are
given in Table 7.1.
Table 7.1
T h e Pressures F o r C h a n g e in the P W D

STAKEHOLDERS
GOVERNMENT •
•
•
•
•
•
•
•
•
•
•

Government wanted:
value for m o n e y
greater accountability
proper financial management
greater use of private sector
efficiency
increased productivity
reduced capital works and
recurrent expenditure
commercialisation
user-pays principles
increased emphasis on health,
police, courts and prisons
asset management.

ENVDIONMENTAL
ECONOMY:
•

•
•
•
•
•
•
•
•

•

2

complex and unstable construction
environment with a downturn in
construction
high interest rates
high inflation
static school-age population
increasing growth in proportion of
population over 5 0 years old
increasing growth of population along
coastal strip
increasing crime rate
reduced government income; income
not matching demands
increasing costs of managing,
mamtaining and supporting government
assets and institutions
high costs of housing and rents in
Sydney affecting staff mobility, and
ability to attract staff from other centres.

At present, the list of the DPWS's stakeholders is long eg, ministers, clients, regulatory bodies,
other government agencies, banks, media, external information providers, community, unions,
employer groups, interest groups, central agencies, owner ( N S W Government), Government
Committees, competitors, suppliers, contractors & consultants, and partners. Although
initially the Government and the clients' stake shaped its reform process, all these stakeholders
now influence its continuing and sustainable changes. (DPWS, Information Needs Analysis
Report, 1997)
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(Table 7.1 continued from previous page)
C L I E N T S - State and local
TECHNOLOGY:
government clients wanted:
• technological changes provide
• value for money
opportunities to improve productivity
• responsiveness
and discover n e w marketing niches
• effective design solutions
• movement to the proposed statewide
telecommunications network to
• choice of options
reduce communications costs and
• flexibility
enhance communication capability.
• minimum risk
• greater involvement in decision
making
• stable relationships
• good and prompt service
• decentralisation.

OTHER INTEREST GROUPS The community wanted:
•
•

safe and useful infrastructure
sensitive treatment of the
environment
• participation in relevant decisionmaking processes
E M P L O Y E E S - Staff wanted:
• recognition of their contributions
and appropriate pay
• trust and respect
• satisfying and rewarding work
• fair treatment.
• a chance to develop
• equal employment opportunity
• leadership.
(Source: adopted from the D P W S Annual Report, 1989-90)

Faced with such enormous pressures for change from its stakeholders and the
environment, the P W D started formulating its o w n reform strategies and policies in
the mid-eighties. In 1989 it published its first Business Plan containing strategies
to cope with the above mentioned pressures. T h e strategies included:
•

a commercial approach to activities - introducing full cost recovery, business
centres, user-pays principle;

•

defining core business and eliminating non-core activities;
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• giving client focus to the organisation structure and staff responsibilities;
• revamping the accounting and resource management systems;
• introducing and strengthening planning and review mechanisms; and
• involving the private sector more in Public Works' commercial activities; and
increasing productivity.

In late 1990 the New South Wales Government commissioned Deloitte Ross
Tohmatsu (DRT) to undertake a review of the commercialisation of the PWD.
DRT recommended that the final structure of the Department should include
commercial activities and government services. DRT also recommended that the
PWD be regarded as non-budget. The Review findings were adopted by the
Government leading to commercialisation of the Public Works Department. The
reclassification of the PWD was consistent with a strategic direction already
promulgated by the PWD in its strategic business planning process and was part of
a package of changes designed to ensure that the agency's focus was on maximum
efficiency through providing services to clients on a business-like basis. The
package included:
• the establishment of business centres to focus financial and managerial
accountability;
• the implementation of a commercially-based accounting system to support
effective decision-making throughout the organisation;
• the reclassification of Public Works from a budget sector agency to a nonbudget sector agency thereby removing the need for budget subsidisation of
operations; and
• the introduction of accrual accounting.
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The PWD successfully completed the implementation of these changes, including
accrual accounting, during the 1991/92 financial year3. It is now responsible for
the payment of sales and income tax equivalents and has started paying a dividend
equivalent to Treasury as per arrangement with the Treasury.

A chronology of various organisational and structural reforms since the mideighties within the former PWD and the DPWS are discussed in the following
sections.

7.3 THE FIRST WAVE OF REFORMS IN THE PWD - MID AND LATE
EIGHTIES
This section provides a chronology of organisational and operational changes
within the PWD before it became an off-budget agency. The period covered is
1985 to 1991. The reasons behind adopting such period is that the PWD became
an off-budget agency in 1992 and it actually started developing and implementing
strategies to meet the challenges of public sector reforms from the mid-eighties.

During 1986-87 a major review was undertaken to identify opportunities to
improve efficiency, upgrade services to clients and equip the PWD to meet
challenges expected after the introduction of governmental reform strategies in
1988. The Department was reorganised into six divisions - Engineering,
Architectural, Construction, Regional Operations, Commercial Operations,
Corporate Services and a group with specialised functions. Prior to these changes,
the Department consisted of three operational divisions: the Civil Engineering
Division; the Government Architect's Branch; the Building, Construction and

3

Accrual accounting for this period was supported by manual systems pending completion of a
computerised model. Public Works'financialreport was on an accrual basis completely from
the financial year 1992/93.

Maintenance

(BC&M)

Branch.
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During

1987-88, there w a s no major

organisational change other than the establishment of 4 metropolitan and 5 country
regions, the transfer of Government Motor Services to the Department of
Administrative Services and a government decision to sell the State Brickworks.

During 1988-89, in line with a greater emphasis in the public sector on improved
management and the adoption of the 'user-pays' principle, the Department was
organised into a series of business centres. T h e areas of the P W D which were
already operating as trading operations implemented full cost recovery.

A

comprehensive Business Plan for the P W D w a s developed. O n e element of this
Plan was review to identify, amongst other things, those activities not essential to
the core business of the P W D . A s a result there was a divestment of non-core
activities eg the State Brickworks w a s closed. During this period, in response to
recommendations provided in the Management Information Review a n e w branch,
Information and Computing Services, was formed to ensure greater attention to
management information.

During the period 1989-91, the Commercial Operations Division was changed to
the Commercial Division, reflecting the Department's continuing commitment to
commercial principles. The Commercial Division adopted a mission to lead the
P W D into becoming a commercially competitive, customer-driven organisation.
The P W D ' s vision and corporate values were made explicit to its stakeholders.
Private sector participation in government projects increased and during this period
the P W D achieved a level of 9 9 % of its construction work being undertaken by the
private sector.

This achievement by the P W D ensured that it supported the

Government's objective of increasing the opportunity for the private sector to
participate in government projects.
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Table 7.2 provides a summary of organisational and structural changes of the P W D
during the mid and late eighties.
Table 7.2
Organisational and Operational Changes in the P W D During Mid and Late
Eighties
YEARS

ORGANISATIONAL AND OPERATIONAL CHANGES

1984-85
1985-86

Restructuring at senior staff levels of the operational division.
T h e first stage of amalgamation of the Mechanical Services
Workshops and Electrical Services Workshop w a s completed.
A major review of the structure of the Department was undertaken
to equip the Department to meet the challenges after 1988.
Restructuring of the Department into six divisions to provide a more
flexible organisation.
Decision to establish four metropolitan andfivecountry regions.
Transfer of design and construction functions from the former Water
Resources Commission.
The Department's Commercial Operations Division was formed.
Five country and four metropolitan regions were established.
Increased private sector participation in its activities.
Action undertaken to establish 'cost centres' throughout the
Department.
Transfer of Government Motor Services to the Department of
Administrative Services.
Management Information T e a m was established to review existing
management information systems.
Planning for major changes in internal financial management started.
Comprehensive business plan for Public Works developed. The
principal strategies in the plan were aimed at achieving the
Department's major target of cost recovery from 1 July 1992.
T h e Department's business centres came into operation.
Divestment of non-core activities.
Information and computing service was formed.
Introduced n e w services for clients including product evaluation,
life-cycle costing, risk and asset management.
Continued the introduction of Commercial Management principles.

1986-87

1987-88

1988-89

(Table 7.2 continued next page)
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Identified four key areas critical to its success: commercialisation,
client service, innovation, and people management.
Concentrated efforts to introduce business, marketing and annual
operating planning throughout the organisation.
Commissioned the development of an Information Technology
Strategic Plan (ITSP).
Accounting and Resource Management Systems ( A R M S ) Project
Launched.
Revamped accounting systems and procedures.
Greater emphasis on commercial skills training of the staff.
Establishment of joint ventures with the private sector.
Introduced Senior Executive Service in the P W D .
Established Commercial Division with a more commercial focus than
its predecessor, Commercial Operations Divisions.
Progressed towards implementing a commercial fee structure and
reduced reliance on direct recurrent funding.
Explicit statements of its 'vision' and 'corporate values' were
introduced.

So, the P W D well equipped itself well and gradually met the challenges and
pressures of overall public sector reforms in NSW. It organised and reorganised
its structures, adopted commercial principles, welcomed private sector
participation etc. But still it was a typical governmental department depending on
budget allocation from the government for its activities. It was still under the
traditional notion of public sector accountability ie with a narrow focus on
compliance with spending limits and no concern for output, efficiency and results
of activities. Its nature as a public sector agency remained fundamentally the same
until the State Cabinet endorsed a new charter for the organisation in 1991 and the
PWD officially became an off-budget agency from the begmning of the financial
year 1992-93. The following section describes the organisational changes since the
PWD got its new charter and became a self-funding agency.
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7.4 THE SECOND WAVE OF REFORM - THE PWD'S
TRANSFORMATION TO A NEW KIND OF ORGANISATION
The years 1991 and 1992 will be remembered as years of significant changes for
the PWD. The major turning point for the organisation was the endorsement of
the new Charter for the PWD. In implementing the Charter, a total restructure
within the organisation was necessary, along with a change in corporate culture.
This resulted in a shift away from the traditional discipline-based divisional
structure to one better able to offer client required quality service and to ensure
value to those clients and to Government. With the new charter the PWD got a
clear and enhanced role within Government in managing Government programs,
policy development and the interface between Government and the private sector,
including risk management on major projects. During 1991-92 staff numbers
reduced from 3676 to 3276. Since 1988 staff reductions have principally been
achieved through natural attrition supplemented by a voluntary redundancy
program in the 1991-92 financial year.

During 1991-92, Phase 1, the major phase of the Accounting and Resource
Management Systems (ARMS) was completed. Following the selection of new
hardware and software in the 1990-91 financial year, the PWD's new systems were
progressively implemented by Business Centres throughout 1991-92. The
principal benefits from the implementation of the systems has been the provision of
better management information and improved accountability for each of the
organisation's activities. The systems are also comparable with those operating for
management of similar businesses in the private sector.

From the beginning of 1992-93 it became officially off-budget with no government
subsidy. It moved to a fee-for-service relationship with Government agencies, with
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the explicit aim of maximising value for its clients. During this year the PWD
produced a small surplus for the first time in its 134 year history, and the
recommendations of the Building Industry Royal Commission was implemented
and the Code of Practice and Code of Tendering and Supporting Guidelines were
released. During the same financial year, the first stage of revised accounting and
financial systems was completed, enabling the full introduction of accrual
accounting. Stage 1 of the Performance Management System 'Staff Performance
Planning and Review' was implemented for salaried staff below SES level.

The financial year 1993-94 was the second year for the PWD as an off-budget
Government agency. During this year it continued the implementation of the
recommendations of the Building Industry Royal Commission. The PWD achieved
a major enterprise agreement breakthrough, reaching consensus with its wages
staff and unions to a modern, streamlined classification structure that represented
the largest agreement yet made in the NSW building and construction industry by a
single employer. The installation of an electronic mail service was completed
which facilitated internal communications. In September 1993 the PWD
established a Corporate Register to record all written compliments and complaints.
Full introduction of accrual accounting was completed.

During the year 1994-95 the Department of Public Works and Services (DPWS)
was created with the aim of maximising efficiency and reducing duplication within
Government. This involved transferring the functions of the former NSW Public
Works Department (PWD) that were concerned with water policy planning and
funding to the newly formed Department of Land and Water Conservation. In
addition, all business units of the former Commercial Services Group, information
technology policy and planning functions previously located in the Premier's
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Department, those parts of the former Property Services Group (PSG) with a
strong service component, and the former N S W Public Works Department were
moved under the umbrella of the new organisation. The Olympic Construction
Authority that formerly resided with the N S W Public Works Department, was
moved to the newly formed Olympic Co-ordination Authority. Following the
establishment of the Department, the Minister for Public Works and Services
commissioned an independent framework review by the Office of the Council on
the Cost of Government which recommended an organisational structure based on
six divisions.

The DPWS spent considerable time since mid 1995 building its strengths by
investing in its people, advancing technologies and introducing quality management
systems.

In 1996 the D P W S ' s strategic plan Vision 2001 was launched

establishing the framework for more detailed annual business plans. During this
period actions and targets necessary to implement the key objectives in the
Strategic Plan had been identified. A Best Practice Program was announced
during this period which showed its commitment to ongoing process improvement
and total quality service. It w a s claimed by the Director-General that since mid1995 the D P W S w a s well positioned to realise the Government's vision for the
new organisation in the light of public sector reforms (Persson, 1995/96). Table
7.3 provides a summary of changes within the P W D and the D P W S during the
early and mid-nineties.

The list of organisational and operational changes within the DPWS (and in the
former P W D ) is a long one.

These reforms can be grouped and classified

according to Report 338 of the Joint Committee of Public Accounts (1995) and
already described in chapter 2. These are structural reforms, industrial reforms,
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human resource management reforms, financial management and budgeting
reforms, commercial reforms, planning and were reporting reforms. All these
reforms in the former PWD occurred during the past decade prompted by the
NSW public sector reform.
Table 7.3
Organisational and Operational Changes in the P W D and in the D P W S
During the Early and Mid-Nineties

YEARS

ORGANISATIONAL AND OPERATIONAL CHANGES

1991-92

Endorsement of n e w Charter by Cabinet.
Published Business Plan and set d o w n specific targets to be achieved
over a four-year period.
Establishment of Client Advisory Board.
Staff number reduced from 3676 to 3276.
N e w commercial (accrual) accounting system introduced.
Computerised information system in the Client Service Division
introduced.
Implementation of quality assurance program started and corporate
quality manual was published
Phase 1, the major phase of the Accounting and Resource
Management Systems ( A R M S ) , completed.
The consolidation of its five city locations into the McKell Building,
the present corporate headquarter, started.
C o m m e n c e d an integrated contract audit program.

1992-93

Became officially off-budget from 1 July 1992.
Produced operating surplus for thefirsttime in its 134 year history.
Recommendations of the Building and Industry Royal Commission
implemented.
Code of Practice and Code of Tendering were released.
The consolidation of city offices into one building w a s completed.
Full introduction of accrual accounting commenced.
Staff resources reduced from 3276 to 2506.
Involvement with the Olympics 2000 project commenced.
Stage 1 of the Performance Management System 'Staff Performance
Planning and Review' implemented for salaried staff below S E S
level.
Developed the Total Asset Management Manual.
(Table 7.3 continued to the next page)
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1993-94

Continued implementation of the recommendations of the Building
Industry Royal Commission.
Achieved a major enterprise agreement with its wages staff and
unions.
W a s appointed as Olympic Construction Authority.
Staff numbers were reduced from 2506 to 2191.
Installation of an electronic mail service was completed.
Established a Corporate Register to record complains.
Full introduction of accrual accounting completed.

1994-95

T h e Department of Public W o r k s and Services ( D P W S ) created.
The Olympic Construction Authority was moved to newly formed
Olympic Co-ordination Authority.
Organisation restructured based on six divisions.
A strategic human resource plan was developed.
Staff numbers were reduced from 2957 to 2632.
Performance management system for both Senior Executive Service
and other staff became operative.
The revised Australian series of quality system standards ISO
A S / N Z S 9000:1994, have was adopted.
Quality Management Strategic Plan released.
Implementations of 'Best Practice' reform in various areas of the

DPWS.
Infrastructure partnership with the private sector commenced.
1995- to
date

Strategic Plan - Vision 2001 was launched.
A Best Practice Program was announced.
The Department's salaried Enterprise Agreement was registered.
M e m o r a n d u m of Understanding and Service Agreements were
established with 11 major clients.
Five n e w environmental policies were developed.
A n economic forecasting model for the Department was established.
A n e w code of practice for the Department became operational
Developed an Internet policy and guidelines to help people access
and search government sites.
The S E S Performance Planning and Review System was improved.
Orientation program for staff was introduced to build a stronger
understanding of the diversity of the Department and its role.
Marketing & Management by Projects ( M M b P ) launched.
A n e w corporate logo adopted.
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The above process is still continuing. The pressure to change came both from its
stakeholders as well as from the environment. It is now a new kind of organisation
and the old Government funding and input-oriented culture was replaced with a
new culture - the 'business' culture (Dent, 1991, p. 715).

The organisation has become competitive and faces competition. As a result it is
now more concerned with the value for money of its clients. It is a results-oriented
organisation now, and is a clients-driven organisation aimed towards meeting the
needs of its clients and not the bureaucracy. It is an enterprising organisation
oriented towards earning rather than waiting for a Government subsidy. The
Regional Manager of the South Coast Region of the DPWS commented that:
We are now more aware about the commercial reality. We talk about
profits, managing resources, managing costs etc.
It is now also an anticipatory organisation as it anticipates and views the future
through its Strategic Plans. The organisation is more decentralised than anytime
before in its 136 years of existence. It is applying market oriented thinking in
delivering its services.4

It has already been mentioned that this organisation is now more customer-oriented
and understands that making profit is not the only basis of its existence. The
General Manager of one of the business units of the DPWS - the State Mail
Service - commented that:
/ acknowledge that there is a contradiction in people's mind in this
regard. We are a commercial entity but the basis of our existence is
not to solely make profit. You are to ensure tfiat you have given
return to the government without tlirowing the customers as
disadvantaged position. Your customers are not going to be ripped off
at the expense of a huge profits margin. We have to think tluit we

* All these features of a changed public sector organisation are pointed out in Osborne and
Gaebler's (1993) "Reinventing Government'.
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have customers to provide services. We have to make sure on the best
possible services for our customers and the margin is to be a fair
margin. We are not thinking about maximising profit rather a
reasonable amount of profit.

So, there have been dramatic and drastic organisational and operational changes
within the former PWD and in the DPWS during the past decade. The following
sections analyse such reforms within the former PWD and the present DPWS via
the organisational and cultural change frameworks.

7.5 CHANGES IN THE DPWS AND THEORETICAL REFLECTIONS
There are numerous ways of conceptualising such changes in the DPWS. It was

mentioned earlier that primarily, Laughlin's (1991a) organisational change mode
are adopted to conceptualise changes within the DPWS. These models were later
extended by Broadbent (1992), who extended the analysis of the interpretive
scheme by bringing in the concept cultural change. The 'cultural change' issue
also be brought in for conceptualising the changes in the DPWS. The following
subsection discuss the conceptualisation process.

It is important to point out again that laughlin's (1991a) model of organisatio

change is skeletal and provides a framework for understanding the data. It requ
the richness of data to be wrapped around the theoretical skeleton. Thus the

theory informs and bolsters, rather than uses, the latter to test the former (L
et al., 1994).

7.5.1 CONCEPTUALISATION THROUGH LAUGHLIN'S ORGANISATIONAL
CHANGE MODELS

As mentioned in one of the previous chapters, these changes in the PWD and in t
DPWS can be understood by tracing the process, track or pathway an
environmental disturbance/ kick/ jolt takes through an organisation
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(Laughlin, 1991a). Laughlin (1991a) pointed out that the disturbance/ kick/ jolt

triggers alternative organisational 'transitions' and 'transformation' along different
'tracks' or 'pathways' eg 'rebuttal', 'reorientation', 'colonisation' and 'evolution'.

The 'root' of these changes in the PWD and in the DPWS is the various public
sector reform agendas in Australia (and in NSW). So the 'environmental
disturbance' in this case is the 'public sector reforms' in Australia. These reforms
in Australia were guided directly or indirectly by various theoretical underpinnings
such as public choice theory, agency theory, transaction cost analysis, neo-classical
economic school, contestable market theory, and managerialism or the new public
management (emphasised in one of the previous chapters). These theoretical
underpinnings behind the public sector reforms can be regarded, in this case, as the
'reasons' behind the environmental disturbances.

The previous two sections gave a chronology of changes in the PWD and in the
DPWS. The list is huge and took place just a decade. Although the list of changes
is long, most of them are the by-products of two major 'kicks' or 'jolts', one in the
financial year 1987-88 and another in the year 1992-93. Actually the
environmental disturbances and subsequent proposal for change in the PWD
started after the two Wilenski reports (1977 and 1982) were published. But the
first major 'kick' came in the year 1987-88 when the PWD was asked to plan for
the cost recovery of its activities and to implement commercial management
principles. As the kicks or jolts could not be rebutted, the PWD started to
internalise the changes which not only affected its design archetype, but also its
sub-systems (see Figure 5.2). All these changes can be evidenced from the table
provided in the previous section. Although these changes were internalised, the
interpretive scheme of the PWD was relatively unaffected. laughlin (1991a)
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named this pathway of change 'reorientation' and 'first order change'. Figure 7.1
presents diagrammatically the nature of this change pathway in the PWD.
Figure 7.1
First Order Change in the P W D

Interpretive schemes:
Input oriented and
dependency on govt.
budget allocation etc.

Balance

Balance
Original design
archetype:
Original structure
and management
systems etc.

Change Process

•

Changed design
archetype:
N e w management
and accounting
systems etc.

Balance

Original
sub-sytems

Change
processs

Changed sub-systems:
eg employment of
executives with n e w
ideas and visions

(Source: Laughlin, 1991a, p. 217)

The second kick came in the year 1992-93 when the P W D became an officially offbudget department with a n e w 'Charter' of its own. There was a major change in
its design archetype as 'commercialisation' w a s introduced at full scale.
Commercialisation first led to a change in its design archetype first (for example,
the introduction of accrual accounting, organisational restructuring etc.), then to
both its sub-systems elements (such as reduction of staff numbers, reorganisation
of corporate headquarters at the McKell building) as well as through the layers of
its interpretive scheme (eg with a set of n e w vision, mission and value statement).
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Laughlin (1991a) called this process of change as 'colonisation' and noted it as a
second order change. According to Laughlin:
Change in a 'colonisation' sense is meant to reflect this, whereby a
small group, the back of an environmental disturbance, create lasting
and fundamental change in both the visible and invisible elements in any
organisation. In this situation, the remaining participants either leave
or choose to live, however reluctantly, under a new underlying
dominant ethos. (laughlin, 199la, p. 220)

Figure 7.2 presents diagrammatically the nature of this change pathway in the

PWD.
Figure 7.2
Second Order Change in the D P W S

Changed Interpretive
Schemes: eg adoption
of new values, mission
and vision by D P W S

Original
interpretive
Schemes

Balance
Second Kick:
D P W S becomes
off-budget dept.
Officially

Balance
Change process

Balance

Original
sub-systems

It

Change
process

Changed design
archetypes, eg, accrual
accounting systems

Balance

Change
process

Changed sub-systems, eg,
reduction of staff, relocation of corporate
headquarters etc.

(Source: Laughlin, 1991a, p. 219)

Initially, the colonisation change in the P W D was forced and was a sort of
'negative colonisation'. But gradually it became a positive colonisation as the
changes within the PWD were welcomed by its members and which were deemed
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to be for the good of the organisation (Laughlin, 1991a). This feeling was sensed
through the actors' attitudes and behaviour during the field investigation.

Laughlin (1991a) compared the first order change with the biological notion of
'morphostatic change' which involves making things look different while remaining
basically as they have always been. He compared the second order change with
'morphogenetic change' which occurs when the model of the organisation held in
view is questioned, a new model emerges and when new processes are instituted to
achieve the new objectives entailed by the new model. It is argued that the
changes in many public sector organisations in the name of commercialisation is
nothing but old techniques promoted as 'new' reforms that is, change of a
morphostatic nature (Guthrie et al., 1997). At first impression the changes in the
PWD may be thought as morphostatic nature. Earlier, before commercialisation,
the PWD used to get a budget allocation from the government and spent the
money for the services of other agencies. Now the agencies get the allocation from
the government and ask DPWS for its services. The same money is changing
hands and the commercialisation of the PWD is nothing but 'old wine in a new
bottle'. So, there is no fundamental level of change in the PWD. But the scenario
in the case of the PWD (and the DPWS) is different, because the other agencies
have freedom of choice about whether to take services from the DPWS or from
any other cheap sources. In other words, the DPWS has to compete with other
suppliers of services to obtain work. The Corporate Finance Manager said:
From the organisational perspective, we are facing competition
everywhere. In fact we do not have any tied client. Government is not
bound to use us. There is no pressure from the top level for example,
the Treasury to ask other Governmental agencies to employ DPWS for
various services.
So, until the beginning of 1995 when the DPWS was created, the changes in the
former Public Works could be regarded as morphogenetic changes. Then there
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was a third kick at the time the DPWS was created in April 1995, through the
integration of the PWD, The Property Services Group and the Units of
Commercial Services. The change was internalised by way of changing its design

archetype and the sub-systems, but its interpretive scheme was basically unaffected
A new balance has been achieved between its changed design archetype and subsystem and the existing interpretive scheme which is termed 'reorientation change'
(Laughlin, 199la). Figure 7.3 depicts the reorientation change in the DPWS.
Figure 7.3
First Order Change in the D P W S

Interpretive schemes:
output oriented and
non-dependency on govt.
budget allocation etc.

Balance

Balance
Original design
archetype:
Original structure
and management
systems etc.
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Original
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Change Process

•

Changed design
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New
Oranisational
Structure

Balance

Change
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Additional employees,
buildings, offices etc.

(Source: Laughlin, 1991a, p. 217)
The pathways of change the DPWS adopted in response to the earlier two kicks
were free of any long term schizoid situation or any cultural fragmentation. But
the third kick resulted in a cultural fragmentation in its newly adopted
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organisational structure5. For example, in the newly formed DPWS, different
organisational cultures exist in the former PWD, the former Information
Technology Unit, and in the former Commercial Services Group. This cultural

fragmentation is creating many problems and another changed interpretive scheme
is imminent. For example, A key Senior Executive of the DPWS mentioned that6:

Because you have got people here in the DPWS from the Public
works, you have got people who came from the Information
Technology Unit, people who came from the Commercial Services
Group, people who came from the Properly Services Group. These
people not only have different cultures but some of them are less
interested in a commercial environment.
Table 7.4 provides a summary of the process of transformation of the PWD and
the DPWS.
Table 7.4
The Process of Change in the P W D and in the D P W S

DISTURBANCE/
JOLT/ K I C K
First Kick:
Introduction of cost
recovery principle and
commercial
management principle.
Second Kick: The
Public Works
Department became
officially off-budget
sector and new Charter
for the P W D .
Third Kick: Creation
of the D P W S

5

6

CHANGES IN THE PWD AND
IN THE DPWS

CHANGE
PATHWAY

Introduction of new accounting Reorientation
system, restructuring, introduction of
business
centres
and others
(emphasised in previous sections).
1984 - 1992
Introduction of accrual accounting, Colonisation
further restructuring, establishment
of new mission, vision and goal for
the P W D and others (emphasised in
previous section).
1992 -1995
Organisational structure changed Reorientation
through integration of Information
Technology
Unit,
Commercial
Services group and Property
Services Group.
1995 - present

Another sort of cultural fragmentation was observed by Broadbent (1992) in her study of NHS
in the UK.
As requested by the actor, name and position withheld for anonymity.
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Laughlin (1991a) pointed out that, during organisational transformation, a
'schizoid' organisation is clearly possible7. Initially, the PWD faced a schizoid
state responding to the 'first kick', but this was not for long. Proper education of
its members about the change helped the PWD to overcome the schizoid situation
by the time the second kick appeared. The SES staff and other staff were given
adequate training and were made accustomed to various changes.

After the third kick a n e w schizoid situation arose.

But at this m o m e n t , the

organisation is not in an unstable situation because of Government backing through
its legislation8 and the existence of TINA9 (there is no other alternative) syndrome
among the members of the DPWS. Since this situation affects the global optimality
of the DPWS, unless cured at an early stage, the effect of this cultural
fragmentation may harm the organisation in the long run. The following
subsection explores the cultural change in the former PWD and the present DPWS.

7.5.2 T H E

PRODUCTION AND REPRODUCTION OF CULTURE IN THE

DPWS

It has already been mentioned that the changes in the DPWS encompass more than
the adoption of alternative management practices and procedures to face the public
sector reform initiatives (eg the neo-Taylorism approach focusing only on

7

8

9

Under this situation, an organisation becomes in effect two organisations. The 'believers' of
change and the agnostics would conduct business according to contractual relationships, while
the 'non-believers' would continue with their work, ignoring, as far as possible, the new
contractual forms of behaviour. A s a result, a dual language would emerge and tension and
intolerance between the parties would increase. In such an unstable situation, one or other
party would lose out to the other over time, or alternatively the organisation ends up by
splitting itself physically into two (Laughlin,1991b).
It is argued that, although there are loud calls for responsiveness and the adoption of
commercial attitudes, the ability of public servants to 'deliver the goods' must be viewed
against the background of the 'rule of law' ie their operational behaviour must comply with the
rule of law (Prothero, 1996).
See for example, Sedgwick (1994)
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efficiency measures, savings targets and bottom lines; Pollitt, 1993). They also
embrace changes in attitude, behaviour and values ie the culture of its members
(suggested as an alternative to the neo-Taylorism approach; Pollitt, ibid, p. 165).
Pollitt (ibid) argued that in contemporary conditions of high environmental
turbulence an appropriate value orientation would provide a more secure
foundation for the public services than any particular organisational structure. The
stability of the latter would always be at risk from further environmental
displacements, whereas a value-set which emphasised the positive value of
communication, experimentation and flexibility stood a good chance of riding the
waves of change.

Walton (1995) argued that change often begins with a focus on changing strategy,
structure, work processes, roles and accountabilities. That is what happened with
the former PWD and the DPWS. She termed these changes 'hardware' changes
(synonymous with the design archetype and subsystems in Laughlin's model). On
the other hand she termed the organisational values, culture, climate, rituals,
communications patter etc. as the 'organisational software' (synonymous with the
interpretive schemes of Laughlin's model). She pointed out that the 'software'
decodes the 'hardware' and it infuses concrete signals and actions with meaning
(synonymous with the balance state in Laughlin's model). So, the transformation of
organisational software is as equally important as the transformation of
organisational hardware.

Cultural influence (as a kick or jolt) in this context appeared first through the
PWD's design archetype, via culture as a variable (Smircich, 1983). This was the
replacement of the traditional budget-dependent culture of the PWD with one of
efficient culture (Ebers, 1995). Dent (1991) mentioned it as the replacement of
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dominant culture (eg in the context of the PWD, budget-dependent culture) by a
counter culture (or business culture in the context of the PWD). The Change
Project Manager of the DPWS commented that:
There is a dramatic change concerning the employee attitude on
accountability, performance etc. Before we moved to off-budget, we
were concerned with spending. Our budgets were on an line item
basis and we were directed towards spending the budget allocation,
otherwise we knew that we would lose appropriation from the
government in the next budget. That sort of culture we had earlier.
Now we have more commercial focus, more business focus.
So, the efficient culture in the DPWS comprises patterns of effective conduct that
originated from the various demands of its constituencies or the environmental
disturbances. Simultaneously with the introduction of commercialisation, a set of
feasible cultural orientations was crystallised in the DPWS. Table 7.5 depicts a
summary of cultural shifts in the former PWD (since its commercialisation) and in
the present DPWS:

Table 7.5
Cultural Shifts in the PWD and in the DPWS

FROM
Inward focus
Tied Government Agencies
Engineering-led focus
Task focus
Managers think workers do
Management by objectives
Directive management
Emphasis on function/structure
Act on gut feel
Reactive
Non-risk taking
Bureaucratic/hierarchical
'Unless broken, don't fix it'
outlook
Customers are not high priority

=*
=>

TO

=*
=>

Serving customers
Open competition
Market led focus
Customer focus
Creative involvement of all staff
Leadership and Stewardship
Managers as coaches, facilitators
Emphasis on improvement & outcome
Act on facts
Strategic and consistency of purpose
Learning organisation
Flexible, fast and focused
Continuous improvement

=>

Customers/clients first

=>
=*
=>
=>
=*
=>
=*•
=>
=*•

=*•
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Although initially the cultural change in the P W D took place within its design
archetype as a variable to change, it gradually became constitutive of its social
world as economic or political processes (Duranti, 1997, DuGay, 1997). The
actors of an organisation w h o never thought (even heard of) about 'profit',
'performance' and 'competition' before, were n o w managing such notions of
profit, performance and competition brought in by the public sector reforms.
Initially these actors were educated about such change and their cultural
orientation of budget dependency was changed to a business culture. N o w they
are the members of a cultural form which symbolises public sector reforms.

An organisation is the sum total of the people that make up that organisation. It
follows therefore that an organisation's culture should be the sum of its people's
values. N o w the D P W S itself is regarded as culture (Smircich, 1983; Preston
1991). The D P W S itself is the shared meanings, values and beliefs - that is culture,
which has been formed by its members during the past ten years through sharing
c o m m o n meanings, values, norms and rituals of the public sector reform agendas.
Regular meetings of the D P W S

executives on organisational performance

evaluations symbolises such rituals towards efficiency and effectiveness. In such
meetings they are seen as translating operational and strategic concerns into
accounting numbers. The meanings developed from the products or outcomes
from such meetings are shared by all organisational actors. In addition, cultural
change in the P W D and in the D P W S involved knowledge conversion (ie
knowledge on better management of operations and activities) through a shared
experience in a business setting (Nonaka, 1994; Nonaka and Takeuchi, 1995;
Shimizu et al, 1995). So, 'culture' in the P W D and in the D P W S change context
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could be viewed, not as a 'precondition' to change only, but also as an 'outcom

of change (Jones, 1983; Wilkins and Ouchi, 1983; Jelinek et aL, 1983). Figure 7.4

depicts such notion of production and reproduction of culture in the PWD and in
the DPWS.
Figure 7.4
Cultural Change In the PWD and in the DPWS
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reforms in P W D
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[Source: DPWS, 1995, Strategic Direction Workshop (modified)]

Figure 7.4 depicts that initially cultural change was adopted in the P W D as a

variable (ie precondition) to the reforms. The organisational members' practised
shared meanings and values within such a cultural system and expanded their
paradigms further and reproduced a culture with a complete change in their

cultural frames. They developed their own socio-cultural qualities which are now
shared by the organisational members (Smircich, 1983). These are the cultural
frames in which attitudes are formed and the lives of the members are conducted
(Geertz, 1983, p. 14). The cultural frames of the DPWS, the social life of its

actors, symbolises the economic rhetoric of the public sector reforms. Under the

influence of this rhetoric or metaphor, the corporate culture of the DPWS is bei
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viewed as the key factor influencing the success and existence of the organisation
and its members. All the members are now encouraged to develop skills in shaping
the core values and beliefs that are to guide organisational practice. These are a
systematically structured set of beliefs, not just a random assemblage of attitudes
and superstitions (Pollitt, 1993).

It has been mentioned in the previous sections and chapter that in an organisation
the interpretive schemes represent the values, beliefs and culture taken for granted
by the organisational members (Laughlin, 1991a and Broadbent, 1992). The
interpretive schemes are embodied by the steering media which are the structures
and management systems of the organisation. Within this model, accounting
information acts as a steering media. It is not independent but actively embodies
and reinforces certain values - whether these values are derived from the internal
lifeworld or from an external change influence. Similarly with the DPWS's (and
the former PWD's) accounting system. Accounting practices in the DPWS (and in
the former PWD) are also affected by its environmental change and culture.
Accounting is not only affected by the cultural change, but it also has contributed
in reshaping the culture of the former PWD and the DPWS. The previously
dominant public sector orientation was displaced by a new preoccupation with
economic and accounting concerns. Dent argued that,
Accounting practices are a c o m m o n feature of most work
organisations.
Planning and budgeting activities, systems of
hierarchical accountability, performance appraisal procedures,
budgetary controls and remuneration arrangements, all rely to a greater
or lesser extent o n accounting practices. Inevitably, therefore,
accounting is likely to be implicated in an organisation's cultural
systems. But how, and in what way? (Dent, 1991, p. 706)
Similar concern is raised in this thesis in the context of incorporating a business
culture in the DPWS (and in the former PWD) and in one of its present commercial
business units, the State Mail Service (SMS). Other related issues to be explored

244

Monir Zaman Mir/PhD Thesis/Chapter-7

are: how the commercial accounting system developed and was maintained within
the DPWS and how its influence was enhanced; how are these commercial
accounting linked to the promotion and acceptance in practice of other
management, organising and structuring technologies within the former PWD and
in the DPWS; and finally how far the DPWS has been successful in transferring

ideas and practices from the private sector. These issues will be explored further in
the forthcoming chapters.

7.6 PROPOSED ENRICHMENT OF LAUGHLIN'S ORGANISATIONAL
CHANGE MODEL
It was mentioned earlier that Broadbent (1992) extended Laughlin's organisational
change model by adding 'flesh' to it ie Broadbent added the notion of 'cultural
fragmentation' in the interpretive schemes in her study on the NHS (see chapter 5).

She observed differential change at the cultural level among different organisationa
members which she denoted as 'cultural fragmentation. She further argued that the
cultural fragmentation created the possibility of schizoid situations.

Similar fragmentation of cultures was also observed in the DPWS. But whereas
Broadbent found such fragmentation only at the actors' level, in the DPWS such
fragmentation was observed to be of the 'two tiers level'. Empirical evidence in
this chapter shows that, in the first tier, there is an intra-organisational level

cultural difference between various responsibility centres and business units of the
DPWS and, in the second, there are differential changes at the cultural level of the
actors in each of these responsibility centres and business units. Thus, Broadbent's
model (thereby Laughlin's model) may be further enriched as shown in Figure 7.5.
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The fragmentation of culture in the DPWS is observed to be at the 'two tiers'

level. In the business unit level there are differences of how to achieve the ul

mission and vision of the DPWS, thereby achieving the ultimate objectives of the
DPWS. The various responsibility centres and business units differ in their

explanations of 'profitability', 'customer service', 'survival', 'social obligati
etc.
Figure 7.5
T w o Tiers Fragmentations at the Cultural Level of the Interpretive Schemes
of the D P W S

Interpretive
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Cultural Fragmentation
At Business unit Level

Missions and beliefs
Culture

Cultural Fragmentation
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There is also an overt existence of a 'we' versus 'they' attitude among the
responsibility centres and business units. Again at the actors' level in each of

responsibility centres and business units, the new commercial culture is interpr
differently. For example, one Senior Executive of the DPWS said10:

Name and position withheld for anonymity.
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/ personally think that - this is really a personal view and it has
nothing to do with the DPWS or the government - there is no point to
one government department charging another government department
at the rate which generates profits. The money which the other
agencies are paying to us originated from the government - so, what
we are really doing is that we are circulating the money. So, why to
add a profit component in it? I think the reason why the profit
component is there is that you as an external private sector supplier for instance - can't say that you are twenty percent cheaper than us
because you are not making a profit. There is the problem of keeping
the private sector happy. I think that is the reason for the profit
component.
The good news is that this cultural fragmentation at the actors' level is
disappearing very fast and the credit goes to the education programme on change
which was initially introduced in the former PWD and other business units of the
present DPWS. A sort of stabilised cultural pattern of emphasising performance,
efficiency and effectiveness among the actors is developing.

In a cultural fragmentation situation Broadbent raised questions such as whether
the organisation (eg the DPWS) can remain an entity when it has differing cultural
elements in its interpretive schemes and why such an organisation does not
disintegrate. She observed that, because of the agreement existing at the higher

levels of interpretive schemes, differences at the lower cultural levels do not cause
the organisation to disintegrate. In the case of the DPWS, the most important
variable which contributed to the organisation not disintegrating was the 'there is
no alternative' (TINA) syndrome among the business unit levels and at the actors'
level and that such reforms in the DPWS (and in the former PWD) were imposed
and backed by governmental legislation. Although the DPWS is out of the danger
of the disintegration situation, such cultural fragmentation has created some
problems in DPWS. For example, at present, the sum of the goal optimisation at
the individual business unit and responsibility centre level does not represent the
global optimum.
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7.7 CONCLUDING REMARKS
In this chapter the reforms within the former P W D and the present D P W S are
described and analysed. The reforms were huge and took place within the past ten
years. It is a completely different organisation to what it w a s ten years ago.
Laughlin's (1991a) skeletal organisational change models and the interpretive
explanations of culture were adopted to analyse the reforms within the former
P W D and the present D P W S .

Following Broadbent's (1992) enrichment of the

organisational model of Laughlin, further enrichment to the model is proposed in
this chapter.

It is shown in this chapter that the organisational and cultural change in the former
P W D w a s a second order colonisation change and the empirical evidence supports
the view that it is a type of 'positive' colonisation. The creation of the D P W S in
1995 m a y be regarded as a first order 'orientation' change.

'Culture' within this change process is treated as variable to control the change
process. In line with the implementation of the organisational and operational
change process in the former P W D , attempts were m a d e to bring in the changes in
the organisational culture. Gradually the D P W S itself became a culture with
shared meanings, values and mission towards public sector reforms. Although the
D P W S is n o w an organisation with shared meanings, values, mission etc. towards
public sector reform agendas, the various responsibility centres and business units
of the D P W S interpret such culture differently. In addition, there are different
cultural interpretations at the actors' level. This situation of cultural fragmentation
is improving. T h e organisational change model of Laughlin is enriched further
through incorporating such cultural fragmentation in the D P W S .
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Evidence in the field supports the view that, with the exception of the integration
problem arising out of creation of the D P W S , the former P W D and the present
D P W S are successful in implementing the changes initiated by the public sector
reform agendas in Australia and in the Australian State of N S W .

It is hinted in this chapter (and in other chapters) that due to these reform
processes, accounting activities have become hugely significant in the D P W S . T h e
previously dominant budget-dependent orientations were replaced by a n e w
preoccupation with 'efficiency' and 'bottom line' concerns, that is accounting
concerns, in the D P W S . N e w accounting technologies11 were introduced in the
former P W D and the process is still continuing in the D P W S .

T h e following

chapter explores further the issue of accounting technologies in the D P W S .

11

Accounting technology in the D P W S can be an artifact (a budget document), the process or
use of the technology (eg producing and making use of a budget) and the knowledge of people
in designing or operating the technology (eg the 'know how' that specifies the relationship
between predicted costs and specific activities) [Preston et al., 1992, p. 563]

CHAPTER EIGHT
THE 'NEW' ACCOUNTING IN ACTION IN THE DEPARTMENT
OF PUBLIC WORKS AND SERVICES
8.1 INTRODUCTION
In the previous chapter the issue of the role of accounting technologies in the
reform process of the former P W D and in the present D P W S was raised. It was
mentioned in that chapter, although not elaborately, that the role of accounting
technologies has become significant in the context of the organisational and
cultural changes in the D P W S (and in the former P W D ) . It was also mentioned in
the previous chapter that the reform processes of the former P W D took place
within the broad framework of the public sector reforms in Australia and in N S W .
These broad frameworks are classified as structural reforms, industrial reforms,
human resource management reforms, financial management and budgeting
reforms, commercial reforms, planning and reporting reforms. In addition to
contributing to financial management reforms, accounting technologies have played
significant roles in all other types of reforms both directly and indirectly. Evidence
from the field supports a similar experience with accounting's contribution to the
reform process of the former P W D (and the D P W S ) .

The former PWD always had a governmental accounting structure, had good
auditing and was under many finance regulations and directions. It was therefore
under m u c h control, which helped probity and accountability for spending tax
payers dollars and was under a large amount of Parliamentary scrutiny of the
financial details of its operations. The reforms which have been introduced into the
D P W S (and into the former P W D ) since the mid-eighties (as analysed and
presented in the previous chapter) clearly indicate that the reforms in the P W D
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were not about any perceived, potential or actual shortcomings in accountability
for money. Rather the reforms were about:
• increasing the value-for-money for taxpayers (ie its clients) so that they
received their dollars;
• shifting the foci of its members, especially senior executives from input to
results; and
• defining results in terms of outcomes, changed circumstances for its clients and
its effectiveness.
It has already been mentioned that these reforms not only involved the redesign of
the administration, resource management and allocative mechanisms in the public

sector in Australia, but also created significant cultural and operational challenges
for accounting and accountants in the public sector.

Evidence from the field supports the view (as shown and concluded in the previous
chapter) that the organisational and cultural transitions in the former PWD can be
regarded as a second order colonisation change. It is believed that these reforms in
public sectors have strong links to public sector accounting as a contributor and
facilitator of change. Similarly with the DPWS, where new accounting techniques
and technologies were introduced to face and sustain the various reforms
implemented in the DPWS (and in the former PWD) since its commercialisation.
Fundamental changes have taken place that affected the role of accountants in the
DPWS and the 'new' accounting is taking on many of the traditional 'bookkeeping' functions of accountants. There is an apparent convergence between
public and private accounting in the DPWS.
This study is mainly concerned with the 'new' accounting in action in the DPWS in
the context of public sector reform in Australia (specifically in the state of New
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South Wales)1. Many research questions regarding this issue in the context of
public sector reforms were raised at the beginning of this thesis, such as why was a
'new' accounting developed in the DPWS and how does this 'new' accounting
maintain its significance in the DPWS. This chapter is aimed at analysing such
'new' accounting in action within the DPWS in the light of the adopted theoretical
frameworks.

The chapter is organised as follows. Section 8.2 describes various issues related to
the development of the new accounting in the former DPWS and in the present
DPWS and then Section 8.3 describes the introduction process of the accrual
accounting in the former PWD. Section 8.4 extends the introduction issues of new
accounting technologies further with examples of various accounting technologies
in use at present in the DPWS. Section 8.5 provides examples of the noninstrumental role of accounting in the DPWS. Section 8.6 further extends this
issue of the non-instrumental role of accounting in the DPWS by relating
accounting's role to the cultural changes within the former PWD and in the present

DPWS.
8.2 AN ETHNOGRAPY OF THE DEVELOPMENT OF 'NEW'
ACCOUNTING IN THE DPWS
It has already been mentioned (in one of the previous chapters) that Laughlin
(1991a) conceptualised organisations as being an amalgam of 'interpretive
schemes' 'design archetypes' and sub-systems'. The sub-systems are seen as the
more tangible elements of an organisation, for example the corporate headquarters
of the DPWS. The interpretive schemes are seen as the underlying sets of values

1 The term 'new' accounting is also used in the previous chapter. The DPWS obviously ha
accounting system from its inception. The 'new' accounting here means commercial
accounting (ie accrual based accounting) which has been in place in the D P W S since its
transformation and adoption of business culture and commercialisation in 1988.
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and beliefs which are held by organisational members. Interpretive schemes are
given structure and coherence by design archetype, which comprises the
structures and management systems of the organisation. Again, sub-systems are
guided by the design archetype in ways which are commensurate with the values
represented in the interpretive schemes. So design archetype provides a crucial
link between sub-systems and interpretive schemes.

The role of a design archetype in linking interpretive schemes and sub-systems
provides the answer to the question 'why was a new accounting system developed
in the DPWS'? After the second kick, there was a drastic change in the values,
mission and vision (elements of interpretive schemes) of the DPWS. Traditional
input oriented budget dependent values were completely replaced by commercial
output and customer oriented values. 'Profit', 'contribution', 'performance', 'cost
control' etc. became part of the daily rhetoric of the members of the DPWS. Cash
accounting (the old system in the DPWS) was unable to match with this rhetoric.
While its advantages (cash accounting) are acknowledged in terms of assessing
(short term) economic impact and compliance with spending limits, its ability to
provide information for overall resource allocation decisions is severely
constrained. Alone, it (cash accounting) provides no basis for judgements on
performance, in terms of economy, efficiency or effectiveness, or on the
management of assets and liabilities.

So the introduction of the 'new' accounting system (for example, accrual
accounting) came as the manifestation of the new values, mission and vision of the
DPWS. This can also be evidenced from the content of a letter by the then
Director General of the former PWD the Secretary of the Treasury:
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In view of Public Works' direction in moving off-budget for operating
expenses by 1st July 1992 it is necessary for action to commence n o w
for the introduction of accrual accounting as soon as possible. ... I
propose that in 1990/91 Public W o r k s should continue to operate
under existing arrangements covering appropriation of funds and
statutory reporting. F r o m 1991/92 it is proposed that Public W o r k s
should operate on a full accrual basis. (Director General of Public
W o r k s to the Secretary, T h e Treasury, dated 23/4/1990)
There is evidence that all major public bodies in Australia which moved towards
commercialisation also found it necessary to completely replace their information
systems (commercial accounting is a part of such information systems) to be viable
and more efficient (DPWS, Submission to the Public Accounts Committee, 1994)2.
Introduction of commercial type accounting to meet the demands of
commercialisation has also been documented in the literature reporting various
studies (eg Lawrence, 1997; Guthrie, 1997, 1993; Geiger and Ittner, 1996; Guthrie
and Humphrey, 1996; Edwards et al., 1995; 1996; Hood, 1995; McSweeney,
1994; Ezzamel and Willmott, 1993; Ezzamel et aL, 1993; Broadbent and Guthrie,
1992; Hopwood et al., 1990; Pendlebury, 1989). It is not only the case of the

public sector, but it is a general view that technically efficient (such as accounting
practices emerge from the logic of practical affairs (such as public sector reforms).
As Chambers said about accounting techniques:
Technically efficient practices emerge from systematic thought, thought
disciplined not only by the "rules of thought" per se but also by the
logic of practical affairs. (Chambers, 1980, p. 169)
So, the introduction of commercial accounting in the public agencies in Australia
was motivated not only by the rules of thought but also by the logic of practical
affairs in response to the public sector reforms. The following section provides an

2

It is an official document of the former P W D but referred to here as a document of the D P W S
in order to maintain coherence in future referencing of the official documents of the D P W S .
However to clarify the matter further, all documents of the DPWS's public works activities
dated before March 1995 belong to the former P W D .
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account of how commercial accounting, (ie accrual accounting), entered into the
life of organisational actors (Nahapiet, 1988) in the DPWS (the former PWD).

8.3 THE FABRICATION OF ACCRUAL ACCOUNTING IN THE DPWS
To better understand the nature of technology, Callon and Latour (1981, referred
to in Lawrence et al., 1994) suggested examining the process involved in its
fabrication. Fabrication in this view is the result of the efforts of networks of
scientist practitioners attempting to create 'facts'. These 'facts' are created

outside the text of technical literature, and should be studied through an analysis of
the social relations and social processes by which they are fabricated. Callon and
Latour (ibid) have argued that in approaching such a study scientists place
themselves before 'technologies' become 'facts'. So, to understand and explore
the 'accounting' developments in the DPWS it will be fruitful to go back to their
'laboralories', the various places where the new accounting technologies were
conceived and to talk to the actors and understand the organisational processes
through which emergent practices become part of accepted reality (Lawrence et
al., 1994). This is what is done in the field investigation for this study. It will be
seen in the following discussion that the fabrication of accrual accounting was not
a straight forward process in the former PWD and there were contradictions to the
regulatory authority (ie the Treasury) on a number of issues.

Introduction of accrual accounting (AA) in the former PWD was preceded by a
revision of its then accounting system and the introduction of a new system known
as the Accounting and Resource Management Systems (ARMS) project. The

3

It was a part of the PWD's' Capital Works Programme and was partly funded by asset sales and
savings on recurrent allocations. Further funds for other activities eg, the achievement of
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introduction of the new system was dependent on the concurrent implementation
of associated commercial practices. Actually the introduction of ARMS came in
response to the 'first kick' or environmental disturbances (laughlin, 1991a) that
took place in the financial year 1987-88. Considerable effort by the PWD was
devoted in 1988 to examining the problems of the existing systems and in early
1989 a decision was taken in principle to acquire a commercially orientated and
integrated accounting package which would best meet its business needs. This
decision was also seen as critical to the intention of the Director General to take
the Department 'off budget' because without the ability to identify the financial
performance of the Department's business units, the efficiency savings necessary to
go 'off-budget' could not be realised.

At the first stage of this project (ARMS) a software called 'Prophecy' was chosen
and the hardware was supplied by Digital. A trial application of this software,
including four modules, ie general ledger, job cost ledger, accounts payable and
accounts receivable, started in early 1990 in three of the Department's business
units. During this time the first accounting manual of its own ie 'Corporate
Accounting Procedures' was also developed. At that time Public Works also
decided to implement AA subject to the satisfactory operation of the revised
accounting system and procedure and set the 1991-92 financial year as the target
year for the introduction of AA. Prior to such adoption of AA, it kept the
accounts on a cash basis. No account was taken of fixed assets, and debtors and
creditors were taken into account only when payment was either received or made.
There was no complete double-entry bookkeeping system, and thus no Trial

commercial skills and cultural change, were sought from the Government/ Treasury but the
P W D did not receive anything at that time.
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Balance or Balance Sheet. The adoption of AA in Public Works in 1992 brought
in the following changes in its accounting system:
1. Regular reporting on Profit/ Loss Statements and Balance Sheets.
2. Production of annual accounts for publication in the Department's Annual
Report on a Profit/ Loss Statement and Balance Sheet basis.
3. Recognition in the Balance Sheet of the Department's assets and liabilities. In
this regard only those assets and liabilities for which the PWD was responsible
would be shown. Treasury proposed to take up accrued leave and
superannuation liabilities in a set of accounts for the Crown, together with
assets which were held in the Minister's name but which were not used by
Public Works. A Balance Sheet for Public Works was not finalised but
indications were that it would not reflect significant assets for liabilities other
than the Government's equity in the Department.
The trial run of 'Prophecy' was not successful and subsequently the arrangement
with Digital was terminated. Consequently its target for introducing AA in 199192 financial year became doubtful and rescheduled for 1992-93. A new
consortium (Pyramid, Eden and Ingress) was identified and a second pilot run was
commissioned4. Although the second pilot was concluded successfully, the initial
stage of the ARMS project brought a sort of schizoid (Laughlin, 1991a) situation
within the PWD. This schizoid situation arose mainly from the failure of the trial
run of the 'Prophecy' system and a contradiction between the requirements of the
new Financial Reporting Code of the Treasury and the former PWD's own process
of accounting reforms. A letter to the Secretary of the Treasury by the then
Director General of the former PWD indicated its disappointment over the issue:

4

At present the financial management system of the D P W S is based on Prophecy software
running on Pyramid hardware.
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The use of a standard general ledger account code system for all
departments is not practical as not all departments will utilise the same
software nor are there two departments w h o operate o n the same basis.
The concept of standardised reporting is supported and providing
departments conform to the Treasury reporting requirement, they
should have the flexibility to structure their General Ledger to achieve
m a x i m u m flexibility for internal management and external reporting.
(Director General, P W D to the Secretary, Treasury, letter dated
21/12/90)
Although the PWD began to be recognised and classified as a semi commercial
service/ business, this document of the Treasury regarded the Department as an
inner budget sector entity. Accordingly, the Treasury insisted that financial
statements of the PWD be prepared in accordance with the Treasury paper
'Financial Reporting Code Under Accrual Accounting For Inner Budget Sector
Entities'. Again the Department also became confused as to whether the progress
it had made so far in revising its accounting system conformed to the structure laid
down in this document of the Treasury. In this schizoid situation further pressures
came from the Treasury as indicated in the letter of the then Secretary:
The Department (PWD) is one of the largest to implement accrual
accounting in 1991/92. It will be closely watched by many parties as a
measure of the success of the accrual accounting project. .. .1 urge you
and your Department, therefore, to strive to achieve the 1991/92
implementation target despite the setbacks encountered to date. (The
Secretary, Treasury to the Director General, Public Works, dated
17/12/90)
Accordingly, the Director General accepted the pressures and agreed to implement
AA in the year 1991/92. He then requested the responsible officials in the
Department to prepare and implement the AA plan in bar chart format, showing
the targets and responsibilities of its participating members. A Steering Committee
for the implementation of AA was also established. This included the Manager,
Corporate Finance (Chairman); Internal Audit Manager; Financial Controller,
Corporate Finance; Senior Financial Accountant, Corporate Finance; Treasury
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representative and Auditor-General's representative. Therefore the
implementation of AA in the PWD was initially a voluntary activity in order to
meet the needs of commercialisation, but later it also became subject to an
external pressure5.

Negotiations with the Treasury continued during the whole of 1990 and 1991 on a
range of issues, especially the commercialisation/budget status of the PWD and
later in May, 1991, the Secretary of The Treasury asked the PWD to defer its AA
accounting implementation until the financial year 1992-93 but depending on the
Government's Commercialisation Review findings. On the other hand, although
the issue of the Commercialisation Review held up the progress of AA
implementation in the PWD, internally the PWD continued to pursue the original

timetable (ie 1992/93) and tried to have the accounts available, at least to facilitat
management decision making. Public Works was finally able to prepare its
financial statements for the year 1992/93 (from 1st July, 1992) under accrual
accounting standards. The formal approval came from the Treasury in early 1993
when the Secretary wrote:
In view of Public W o r k s ' reclassification as a non-budget sector
organisation, the Department is directed, under section 4 5 E of the Act
(Public Finance and Audit Act), to prepare its financial statements for
the year ending 3 0 June 1993 and subsequent years in conformity with
the financial reporting requirements for statutory bodies as set out in
Division 3 of Part 3 of the Act. (Secretary of the Treasury to the
Minister for Public W o r k s , dated 5/2/93)

5

In November 1989, the Premier of N S W announced the Government's timetable for the
introduction of accrual accounting in all agencies. This timetable listed the P W D adopting
accrual accounting in 1993/94. The P W D voluntarily brought forward the implementation of
accrual accounting to 1991/92 to meet the demands of its commercial basis of operation then
already started.

259

Monir Zaman Mir/PhD Thesis/Chapter-8

Accepting the external pressure only formally and working towards its goals
internally, The PWD was able to overcome the schizoid situation within a short
period of time. Another factor contributing towards overcoming the schizoid
situation in the PWD was its education programme in parallel with the
implementation of AA for both preparers and users of AA statements. The
education programme enabled the participants to be convinced that accrual
accounting was better for internal managerial decision-making purposes, as well as
for external reporting purposes. Moreover, where opportunities existed, new staff
were brought into the organisation on a permanent basis to supplement existing
staff. In addition, Public Works had a pool (albeit relatively small) of accounting
staff who were already skilled and experienced in accrual accounting6. These new
and existing staff members provided a solid basis to ensure that the necessary skills
were available to advise and assist in the change process. By the time the 'second
kick' hit the DPWS, the schizoid situation was over. Its AA gave a proper
coherence towards its new values, vision and mission, ie the interpretive schemes.

So the introduction of accrual accounting in the DPWS was not a straightforward,
gradual and continuous unfolding of an internal logic or potential (Robson, 1991),
rather there was confusion and conflict with the policy makers and the regulatory
authority. It was a 'tug of war' between Treasury and the PWD on various policy
issues and procedural requirements relating to implementation of AA in the PWD.
There were some teething problems during the implementation, especially with
regard to completion of the asset register, such as identifying assets and valuing/

6

The 1992/93 qualifications survey conducted by Public Works indicated that almost 300 staff
members either had formal accounting qualifications at degree or associate diploma level or
had acquired practical experience through on-the-job training. These numbers were spread
fairly evenly across the organisation and reflected the decentralised nature of Public Works'
structure of Business Centres (DPWS, Submission to the Public Accounts Committee, 1994).
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revaluing assets. All these led to a schizoid situation although it did not last long.

In any case, the AA is a success story in the PWD as reported in the first AA audit
report from the Auditor General's Office:
The Auditor-General's Report to Parliament again referred, among
other things, to the significant structural change and direction of the
N S W Public Works. A n e w Charter, adopted by the department,
provided, a m o n g other things, for the introduction in 1992/93 of
accrual accounting on a commercial basis. D u e to the planning and
professionalism of the accounting executive the accrual accounting
project, in such a large organisation, was a success story in the public
sector. (Audit Report, Director of Audit, Office of the N S W AuditorGeneral, to the Director General, Public Works, dated, 7/4/94)
The cost of implementation of AA was also minimal as it was done in-house.
Table 8.1 summarises the process of implementation of accrual accounting in the
PWD (Public Works).

The present status of AA in the DPWS is quite encouraging. It is acknowledged
by the policy makers that for accrual accounting to be useful, it must reflect
management decisions, and not simply be an accounting system. Accrual

accounting will not help realise the full benefits of financial and other manageme
reforms unless it is complemented by an accrual planning and budgeting process
(eg see Barrett, 1993; Mellor, 1996). The whole management cycle (planning,
short-term budgeting, implementation, performance monitoring and reporting) of
the DPWS is based on the accrual principle. Ernst & Young conducted a national
survey on the status of the implementation of accrual accounting in 1995 and found
that agencies were applying accrual information to resource decision-making in
only a limited way. Contrary to this finding, the evidence from the field supports
the fact that the status of accrual accounting in the DPWS is exceptional and the
information is used frequently in management decision-making.
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Table 8.1
Implementation of Accrual Accounting in the P W D

1.
2.

3.

4.
5.

6.

7.

8.

9.

Public W o r k s was originally scheduled by Treasury to introduce accrual
accounting ( A A ) in 1993/94.
In view of the expected introduction of A R M S and the m o v e to
commercialisation it w a s proposed to Treasury that 1991/92 would be a more
appropriate year to introduce A A
Following the failure of the original A R M S pilot and the resulting
contradiction with the Treasury (eg Department's budget status), Public
W o r k s wrote to the Treasury suggesting that accrual A A be introduced in
1992/93.
Treasury responded that it would prefer staying with the 1991/92 timetable.
Following discussions at officer level with the Treasury and AuditorGeneral's Office, Public Works advised Treasury that it could prepare accrual
accounts for 1991/92 subject to the resolution of Department's budget status
(ie inner or outer).
Treasury responded and advised that the issue of Public Works' status was
not likely to be resolved in time to proceed with the A A project as it was
connected with the Commercialisation Review. Treasury then accepted the
implementation of A A in the year 1992/93
D P W S continued with its A A accounting implementation project and was
successful in preparing its accounts on an accrual basis manually in the year
1991/92.
Public Works' budget status was classified as non-budget or outer budget
sector and allowed to prepare accounts as was done by the statutory
authorities.
Public W o r k s implemented A A completely in the year 1992/93 (ie from 1st
July, 1992).

8.4 THE 'NEW ACCOUNTING IN THE DPWS - THE SCORECARD TO
DATE
In the previous sections the introduction of A A in the P W D (prompted by the
public sector reform initiative) was discussed. But it is also not only A A which has
been introduced into public sector agencies in Australia in response to public sector
reforms, there are also a number of other accounting-based techniques which have
been introduced (Guthrie et al., 1996). Similarly accounting reforms in the former
PWD

and in the present D P W S

have extended far beyond simple accrual

262

Monir Zaman Mir/PhD Tbesis/Chapter-8

accounting. In fact, an integrated accounting system has been implemented in the
DPWS which supports accrual accounting and which supports business being
managed on a commercial basis. The overall accounting system supports the
management of its restructured business and also satisfies the users' needs to
manage the Department.

It is important to point out here that, like many other public sector organisation
in the DPWS the terms 'accounting', 'management accounting', 'cost accounting'
and 'financial management' are used interchangeably (cf Allen, 1992; Likierman,

1994; Glynn et al., 1994). In fact all these sub-categories of accounting fall unde
the heading of 'financial management' in the DPWS. For example, in an
interview whit the Corporate Finance Manager of the DPWS, when he was asked
a question on the role of 'accounting' in the new DPWS, he replied
/ have a reservation for using the term "accounting' here. I think the
word 'accounting' means different things to different people.
Accounting has a connotation ofjust putting debits and credits. If you
say "financial management' instead, then my answer is that it is
gaining much more importance now-a-days. The importance has
increased because of the DPWS's off budget departmental status.

Similar answers were received on many occasions during the field work. A
summarised list of major financial management reforms (including accrual
accounting) within the DPWS is provided below (also pointed out by Guthrie and
Humphrey, 1996),
• changes to financial reporting including accrual financial statements;
• institutionalised accrual based accounting information in budgetary
management and external reporting processes;
• changes in internal financial processing and cash management systems;
• improvements in financial management information systems;
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• introduction of a professional set of accounting standards;
• introduction of a commerciaUy-minded asset management system with
recognition of depreciation;
• introduction of a performance measurement system including techniques such
as financial and non-financial performance indicators;
• introduction of a delegated budgeting system and integration of financial
accounting into traditionally economic based budget information sets;
• introduction of linking budgets (as predetermined plans) with the reporting
results (in financial and non-financial terms); and
• greater involvement of accounting in costing and pricing decisions.

This is a summarised list of the accounting changes prompted by the broader public
sector reforms within the DPWS and which provide a view of how accounting has
been implicated and maintained significance in response to the incorporation of a
business/commercial culture in the DPWS (and in the former PWD). All these
organisational, operational and financial management reforms of the DPWS are

well represented and reflected in its newly adopted role, mission and vision as well
as in its present corporate structure. A brief description of accounting techniques
and technologies currently in operation is discussed below:

Budgeting and Planning
Budgets are a major vehicle for management control, providing information within
the DPWS and, like many public agencies, lie at the heart of its policy process
(Hofstede, 1981; Lukka, 1988; Brunsson, 1989; Jones and Pendlebury, 1989;
Mouritsen, 1996). Budgets in the DPWS are prepared on a commercial basis and
they enable actual results to be measured against anticipated results. Emphasis is
placed on budgeting within Public Works to ensure targets are met through the
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controlling of cost and revenue at all levels of business. Annual budgets are
prepared at corporate level for the following sections of business activity:
• Revenue and Expenditure
• Capital Expenditure
• Balance Sheet
• Cashflow
The budgets are prepared at branch level, then amalgamated and reviewed in line
with the overall corporate goals and plans. These then form the Corporate Budget.
The preparation of the Corporate Budget is controlled by and the responsibility of
the Director, Corporate Support. Final approval of the budget rests with the
Director-General and the Minister. The responsibility for approving individual
budgets is delegated to the person who is responsible and accountable for the
budget at a particular level within Public Works. Under the present structure the
persons responsible are: the Minister, the Director-General, the Divisional
Director, the Branch Manager, the Business Centre Manager as appropriate and
the Responsibility Centre Manager.

Budgets are prepared annually on an accrual basis at Responsibility Centre level

and using a zero base (ie historical information is a reference), but not a basis, for
calculation. Following approval by the Director-General of divisional budgets,
monthly phasing of the budget is completed. All budgets are reviewed on an asrequired basis to take into account changes in activities and are revised at least
every six months. Divisional budgets are consolidated and the bottom line result is
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used to cover the corporate management fee, any provisions, dividends and tax
requirements, capital expenditure etc., and a trading surplus7.

Budgeting in the DPWS is designed as a total system of organisational control and
it is properly linked with its accounting measurement system (Flamholtz, 1983).
For example, the requirements for budget preparation are incorporated into the
Finance Plan which is part of Public Works' Annual Business Planning process.
Through the budget and planning process, financial performance targets are set for
Business Centres and Divisions (as well as for individuals as part of the Senior
Executive Service performance review system).

Internal Management Reporting
The DPWS's internal reporting system is designed to reflect responsibilities,
authorities and accountabilities inherent in its organisational structure. Public
Works commenced reporting on a full accruals basis from 1st July 1992 utilising
information from the integrated Prophecy system. Increased emphasis is placed on
the business results in these reports. These reports now forms the basis of all
planning and performance monitoring of the financial state of Public Works.
Monthly management reports in the DPWS include:
• Revenue and Expenditure Statements;
• Balance Sheets;
• Working Capital items (cash, work-in-progress, debtors);
• Overhead analysis; and

7

Financial results for the D P W S in 1995/96financialyear resulted in payments to the
Government of $12.8 million in company tax equivalents; $1.8 million in sales tax equivalents;
a $12.1 million normal dividend; and a special dividend of $139.9 million (from a capital
restructure and the sale and leaseback of the motor vehicle fleet). (DPWS Annual Report,
1995/96)
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• Appropriate performance indicators (percentage to revenue).

These reports are prepared for each Business Centre and in this way, individual
managers are accountable for the financial performance of their areas of
responsibility. On an individual basis, financial targets set via the budgeting
process are incorporated into performance agreements for senior staff for review
and assessment on a six monthly basis.

Internal management reporting also includes variance reporting at the responsibility
centre level showing the difference between actual and budgeted performance.
Proper follow-up actions are taken for these variances.

Asset Register and Valuation
The DPWS has a relatively small asset base which reflects the consulting nature of
its main business. The DPWS's asset register is currently maintained on an inhouse system. While this system is not integrated with the general ledger, it

provides sufficient detail to ensure integrity of balance sheet information on a cost
effective basis. Asset management in the DPWS is principally associated with
ensuring that assets are making an appropriate rate of return and that replacement
is scheduled at the optimum time.

During the implementation stage of AA, assets in the former PWD were taken up
at cost or written down replacement cost. Land and buildings have been
subsequently revalued by the Valuer General. In valuing the non-current assets,
the PWD also took into consideration the Treasury technical paper 'Policy
Guidelines for Valuation of Non-Current Assets in the NSW Public Sector' issued
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in September 1990. Asset valuation aspects are properly disclosed in its financial
statements.

Internal Audit
It was mentioned earlier that there are six divisions in the DPWS. In addition,
there are two units which do not fit into any division, the Internal Audit Branch
and the Strategy Unit. These Units report directly to the Director-General.

The present Public Finance and Audit Act 1983 requires that the Head of an
Authority shall ensure that there is an effective system of internal control over the
financial and related operations of the Authority. The existence of the internal
audit function is based on the requirements of such Act.

Internal audit in the DPWS is involved with the analysing and reviewing of
processes, systems and performance to ensure compliance with established controls
and regulatory requirements, identifying risks and recommending improvement
opportunities to management. There was a major change in the internal audit
operation recently. The operation of internal audit is now more focused on 'full
investigation' (which includes performance audit and information technology audit)
than what it had focused an earlier eg 'compliance audit'.

The Internal Audit Branch prepares activity reports every three months. In
addition to showing audits undertaken and audits in progress, these reports also
include recommendations for improvements and follow up reports. The Internal
Audit Branch interacts with the external audit function (by the Auditor General's

office) through assisting them (the external auditors) in developing their audit plan.
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External Reporting
External accountability is essential for the efficient and effective operation of
Government agencies. The annual reports of these agencies are the key medium by
which they discharge their accountability to the Parliament, the Government and
the general community. The DPWS's annual reports fulfil the same function.

The DPWS's external reporting is mainly to the Treasury, as the Treasury, on
behalf of its owner, the NSW Government, is the main stakeholder in the DPWS.
A letter from the Acting Secretary to the Director-General indicates the
requirements of the Treasury as the major stakeholder in the DPWS:
As your organisation has now entered the Government's dividend
regime, it is required to provide Treasury with a number of reports
over the course of a year, including those relating to quarterly
monitoring and information required to establish Statements of
Financial Performance.
(Acting Secretary, Treasury to Director
General, D P W S , dated 30/6/94)
Extended reporting requirements for the NSW Treasury required the DPWS to
report against a new Treasury designed Chart of Accounts, although this chart
does not replace the Department's existing chart of accounts. Being a non-budget

sector entity, it prepares its financial statements in conformity with the financi
reporting requirements for statutory bodies provided under section 45E of the
Public Finance and Audit Act 1983. In addition, the DPWS has to comply with the
requirements (set out in the following legislation) for other financial reporting
matters (NSW Treasury, 1994):
• Public Finance and Audit Act 1983;
• Public Finance and Audit Regulation 1984;
• Public Finance and Audit (Statutory Bodies) Regulation 1985;
• Annual Reports (Statutory Bodies) Act 1984; and
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• Annual Reports (Statutory Bodies) Regulation 1985.
The DPWS complied with such requirements. In addition, the DPWS publishes its
Annual Report for its other stakeholders and for general use, such Report
containing a consolidated income and expenditure statement, balance sheet and
statement of cash flows. The reporting contents and the format of the annual
reports have improved significantly since it moved to the off-budget sector and its
reporting system is designed to reflect the responsibilities and accountabilities
inherent in its organisation8. The DPWS's annual reports are now more than just
financial information and include elements which are well beyond financial
information. For example, the annual reports of the DPWS now include and
disclose the following information:
• the charter, objectives and major strategies and activities of the organisation;
• the major features of public sector governance operating within the
organisation;
• whether, in the opinion of the Director-General, the DPWS has achieved its
plans and objectives as indicated in the corporate plan and, if not, the reasons
for non-achievement;
• qualitative and quantitative measures of actual performance together with a
commentary on significant trends (indicating a clear linkage between inputs,
outputs and outcomes);

The DPWS's 1995/96 annual report won a Bronze Award in a national annual report awards
competition. Nearly 400 private and public companies submitted reports for the competition.
N o w in their 47th year, the awards have established a benchmark for excellence in annual
reporting. This is quite an achievement for an organisation like the D P W S (and in the former
P W D ) which only started publishing its commercial-type annual reports just in the 1992/93
financial year.
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• a comparison of actual performance with past and planned performance both
for the organisation as a whole and individual performance appraisal of the top
SES people);
• highlights of major achievements and events and key strategic initiatives
implemented during the year;
• significant internal and external factors taken into account in assessing the
financial and non-financial performance;
• the DPWS's response to significant political debate about major aspects of its
activities;
• the future operating environment and developments as well as future plans and
major projects including those which are designed to further improve
performance.
The DPWS also submits to the Treasury, on a monthly basis, a report for the
Minister on Capital and Recurrent Programs. It also submits a monthly report to
the Australian Bureau of Statistics via the NSW Treasury.

Although the DPWS, as a Government Department, is required only to comply
with the above mentioned financial reporting regulations, and is not required to
comply with the AAS 29 'Financial Reporting by Government Departments', it still
considers the requirements of the AAS 29 for its financial reporting9.

Investment Portfolio Management
Public Works has been given discretion regarding investment of funds under
Section 20 of the Public Finance and Audit Act (PAFA). Investment powers given

in these circumstances would be limited to those defined in Part 1 of Schedule 4 to

A A S (Australian Accounting Standards) 29 - Financial Reporting by Government Departments
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the PAFA, namely (Secretary, Treasury to the Director-General, DPWS, dated
16/1/95):
(a) deposits with a bank or the Treasury Corporation (not including certificates of
deposit or other transferable securities);
(b) investments in an Hour-Glass investment of the Treasury Corporation (being a
facility under which the Treasury Corporation accepts funds on behalf of
Government and the public or other authorities for investment by fund
managers approved by the Treasury Corporation);
(c) such additional investments as are prescribed.

The DPWS has invested money in the above class of investment with the Treasury
Corporation and has the necessary expertise in its financial management area to
plan, monitor and evaluate its investment decisions.

Financial Performance Indicators
The following set of performance indicators are used in the DPWS:
• Actual/Budget performance income and expenditure reports: It measures
actual performance against approved budget and provides a guide to any
problems identified by variances to budget which may require investigation.
• Gross contribution as a percentage of revenue: Measure of performance on
direct resources employed. Gross contribution should be sufficient to cover
indirect expenses and contribution. The higher the percentage the better the
performance.
• Net operating contribution as a percentage of revenue: Measure of
performance of controllable resources at all levels of responsibility centres,
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business centres and at corporate level. The higher the percentage the better
the performance.
• Working capital ratio: Ability to pay short term liabilities.
• Work-in-Progress -billing rate: A measure of the number of days that
expenditure is currently unbilled in WIP.
• Debtors ratio: A measure of the number of billing days outstanding in debtors.
• Creditors ratio: A measure of compliance with the Government's policy of
payment of creditors within terms.
• Net surplus/deficiency as a percentage of revenue: This measure provides the
'bottom line' result which is a key indicator in determining a likely variation
from budget expectations.
• Return on investment: measure of performance on net assets employed.
• Overhead as a percentage of revenue: Measures actual performance to budget
and provides overview of overhead expenditures.
• Staff utilisation percentage: Measures the recoverable hours of both direct and
indirect resources. Higher percentage indicates greater utilisation.
• Average chargeout rate: Enables a measure against comparable industry
standards and across divisions.
• Revenue per direct employee: Comparison of revenue per direct employee to
target performance.

It is important to note that these indicators are similar to those in use in the pri
sector and at present the DPWS, like some other public sector organisations, is not
facing any difficulty in developing appropriate performance measures. A status
and trend summary in its internal financial report is shown in Table 8.2.
From the above discussions, four key elements in the financial management of the
DPWS can be identified. For example, there is a decision support system, which
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covers budgeting, capital planning, costing etc.; there is the control function

including internal control and internal audit; there is reporting and monitoring;
there is transaction processing covering accounts payable, accounts receivable,
cash management etc.
Table 8.2
The Department of Public Works and Services
Financial Report for the December Quarter 1996-97
Status and Trend Summary
PERFORMANCE AREA
Overall Financial Health
Profit Against Budget
Performance against SFP Targets
Profitability
Liquidity
Debt Repayment and Servicing Capacity
Debt Level
Capital Expenditure Program
Risk Analysis

STATUS
Sound
Above Target
Above Target
Sound
Sound
Sound
Nil
Below Target
N o Exception

(Source: D P W S , 1997, Finance Report for the Quarter Ended 31 March 1997)
Table 8.3 presents a comparative picture of the D P W S ' s 'financial cycle' between
pre-1988 and post-1988 time periods:
Table 8.3
Pre-1988 and Post-1988 Financial Cycles of the D P W S
Financial Cycle
Estimates and
Budgeting
Financial
Management
Performance
Measurement

Post-1988
Budgets based on performance
and programme objectives
Accrual accounting, 'true
costs' and 'user charges'
Performance indicators;
performance against goals and
objectives
Financial reports to Treasury Detailed annual reports and
disclosure; accrual financial
statements
Efficiency and performance
Regularity

Pre-1988
Preparation of annual budget
based on line items
Cash and fund accounting;
input orientation
Appropriated receipt versus
expenditure

Accountability
and Annual
Reports
Review and
Auditing
(Source: Adopted from Guthrie, 1995)
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So far the discussion in the previous sections has depicted the instrumental side
the accounting technologies in the DPWS. But accounting technologies in the
DPWS have also shown a non-instrumental role as well. For example, the

accounting activities and reports contributed in structuring the organisational ti

in the DPWS by dividing the flow of organisational life into accounting periods an

generating regular reports, budgets and appraisals with all their related practice
(Roberts and Scapens, 1985). The accounting reports of the DPWS have created a

social network which provide the conditions of existence of certain social relatio

such as helping to define the rights, duties and field of action of certain actor/

(Burchell et al., 1985). In addition to these, as evidence from the field has shown,
there are examples of a host of other non-instrumental roles played by accounting
technologies in the DPWS (and in the former PWD). The following section
provides examples of these non-instrumental roles of accounting in the DPWS.

8.5 ACCOUNTING BEYOND THE ACCOUNTING IN THE DPWS

The process of change in the DPWS is a continuous one and it i

reinventing itself through critically reviewing all the building blocks of its bus

(eg the DPWS's mission or purpose, its guiding values, its goals and objectives, it

customer requirements, its business strategies, its internal work processes and it
organisational structure). The 'new' accounting in the DPWS has played an
'economic visibility creation' (Nahapiet, 1988; Hopwood, 1987; 1990) role in such
review process. The 'new' accounting in the DPWS has played a 'constitutive'
(Hopwood, 1983, 1984, 1985; Burchell et al., 1985; Robson, 1991; Ezzamel et aL,
1993; Morgan and Willmott, 1993; Llewellyn, 1994; EzzameL 1994; Miller, 1994;
Covaleski and Dirsmith, 1995; Chua, 1995; Lawrence, 1997) role in achieving its
(the DPWS's) vision, mission and goals. The 'new' accounting in the DPWS has
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played a 'constructive' (Burchell et al., 1985; ShaouL 1997; Nahapiet, 1988;

Hines, 1989) role through posing and enabling alternative solutions to sustain the
changes. The 'new' accounting in the DPWS has also facilitated 'experimentation'
(Hays, 1983) of the new changes (mentioned below) (eg through providing inputs
to the 'what if' analysis of such changes). Accounting in the DPWS has proved to
be a transformative practice which has shown the capacity to change things in the
world of the DPWS (Francis, 1990).
It was mentioned earlier that the implementation process of 'new' accounting in
the DPWS (ie in the former PWD) started in 1988. Although the accounting
system and its corresponding software is not free of limitations and problems, it
now recognised that the DPWS is one of the reformed governmental agencies
which has excelled in implementing and utilising commercial accounting (Audit
Report, Director of Audit, Office of the NSW Auditor-General to the Director
General, Public Works, dated, 7/4/94). But the 'new' accounting in the DPWS has
also shown that the DPWS has become too much financially oriented and not

strategically focused (eg a higher profit but a stagnant level of customers, as we

as a decreased level of customer satisfaction). Accounting also showed that, in the
DPWS, there are too high level measures for a project's success, but that efforts
are too fragmented in so far as a project's success is concerned. The resulting
outcome is the introduction and implementation of the following activities in the
DPWS (and in the former PWD):
• Best Practice Management;
• Total Quality Management;
• Strengths, Weaknesses, Opportunities and Threats (SWOT) analysis; and
• Marketing and Management by Projects.
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All these changes are discussed in this section. However, it should be mentioned

that the intention of this section is not to evaluate all these activities of the DPWS
in details. Accordingly a detailed description of these activities will be avoided.

The intention of this section is to provide an example of the 'visibility creation' a
'constitutive' role of accounting in an organisation. The discussion of the
following section will provide the answer to the question: how the 'new
accountings' linked to the promotion and acceptance into practice of other
management, organising and structuring technologies in the DPWS? The
following discussion will also provide an indication of how the accounting is likely
to evolve in the future in the DPWS.
Best Practice Management10
The Best Practice (BP) programme in the DPWS was developed in January 1997
by the corporate best practice team consisting of five members. Although the BP
programme was developed in 1997, it was not new to the DPWS at that time.
Many individual work teams in the DPWS had begun the journey towards the BP,
but what the DPWS needed was a corporately consistent and integrated response
to Best Practice. Later on in March 1997 the Best Practice Charter of the DPWS
was introduced and endorsed by the Director-General. The Best Practice Charter
addresses the whole organisation so that a uniform and integrated response to the
BP is fostered throughout the DPWS.

It is important to point out again that the intention of this section is not to evalu
the BP programme of the DPWS critically. Accordingly a detailed description of

'Best Practice' is simply the best way of doing something. The concept can be applied at all
levels of the organisation from the total management system down to individual functions. It is
also regarded as a concept of change as improved processes are integrated into the
organisation. (DPWS, Best Practice Programme Training Note, 1997)
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its BP programme will be avoided. The intention of this section is to provide an
example of the constitutive role of accounting in an organisation.
In the DPWS the BP is expressed simply as 'continually finding the best way of
doing what we (they) do'. By choosing to work towards BP, the DPWS
developed a culture that recognises good ideas. The BP programme in the DPWS

is about each individual taking responsibility for shaping his or her own future a

developing an organisation built upon collective creativity and energy; people mak
visions happen. So, everyone in the DPWS has a part to play in the BP
programme; some roles will be actively engaged in the working through of better
solutions, for everyone it means 'adopting a questioning attitude to our work and
regularly asking why we do what we do, and how we can do it better'. Figure 8.1
Illustrates the concept of BP in the DPWS.
Figure 8.1
Best Practice Concept in the D P W S

(Source: D P W S , Best Practice Programme Charter, 1997)

As Figure 8.1 shows, BP in the DPWS is continually striving for excellence
through merging, satisfying and fulfilling the interests of all the three parties
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involved in such process ie the owner, the customers and the staff. In the B P
Charter it is emphasised that:
A s a Best Practice organisation, the D P W S will be a great place to
work for all staff, because w e will all be encouraged (and have real
opportunities) to bring about changes to the w a y our work is done.
Such changes will develop our organisation so that our customers will
see us as partners w h o understand and appreciate our achievements
and financial performance. ( D P W S , Best Practice Programme Charter,
1997, p. 5)

Now the question is how accounting contributes to constituting this best practice
culture in the D P W S . This is indicated in one of the of the principles of the B P
Charter of the D P W S which is 'to have a future, the D P W S must be financially
viable'. The B P team of the D P W S identified 'financial viability' as one of the
'drivers of change' towards best practice. The visibilities which are created by
accounting in the D P W S are as follows:
•

current pressure on costs. The current profit to revenue ratio is negative and
the D P W S requires funds generated from its reserve but the reserves are
dwindling;

•

the Budget Committee is requesting the D P W S to reduce its expenditure
further.

•

increasing pressure from major clients of the D P W S to match its competitor's
fees; and

•

corporate service savings - the Council on the cost of Government has
indicated areas for efficiency gains and recommended that there is a need to
reduce the cost of delivery of human resources and financial management
services in the D P W S .
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So, the 'new' accounting in the DPWS has played an important role creating
visibility leading to the BP programme in the DPWS and has also played an
important role in constituting and sustaining the BP culture in the DPWS. One of
the critical success factors for the BP programme is communication ie
communicating various aspects of BP with different groups across the
organisation. Accounting also is contributing in this communication process.

Total Quality Management
The DPWS adopted the revised Australian series of quality system standards ISO
AS/NZS 9000:1994 and all quality systems within the Department have been
amended to satisfy the new standard. Although the Department always used a

formal quality assurance system, the actual thrust of the 'quality' initiative star
when it received a Circular from the Premier's Department saying:
While agencies will be expected to continue to achieve measurable
improvements in outcomes for customers, they will also be required to
demonstrate that they are putting in place strategies aimed at
measurably improving the quality of their performance across all
dimensions of their operations.
Examples of the types of
improvements which might be achieved are : faster, lower cost
processing times, reduced cost of rework, lower absenteeism rates for
staff and improvements against external bench marks. ( N S W Premier's
Department, Circular N o . 95-25, 1995)
The Quality Management Strategic Plan was formally launched by the DPWS in
early 1995. The plan outlines the quality requirements for clients, consultants,
contractors and subcontractors in the construction industry. The quality
management of the DPWS is now attached to its best practice programme.
Accounting in the DPWS contributed in developing and implementing such quality
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plan in DPWS by way of providing financial, costing and performance information
(ie benchmarking)11.
Strengths, Weaknesses, Opportunities and Threats (SWOT) Analysis
This analysis works as the major strategic direction for the DPWS and involves a
detailed analysis of both internal (strengths and weaknesses) and external factors
(opportunities and threats) that impact on business. Its strengths are the
competitive advantages, provided they are both unique and sustainable. Its key
weaknesses are addressed through objectives and lower level actions. The external
analysis involves external pressures facing the Department which may be
economic, social, technological, demographic, political and legal (DPWS, Business
Planning Manual 1994; DPWS, Strategic Direction Workshop Notes, 1995).
Accounting in the DPWS is completely intertwined with such SWOT analysis in
the DPWS. Accounting's role in the DPWS has been extended to that of scanning
internal strategies for sustaining successful changes and providing an interface
between intra-organisational changes and extra-organisational influences (termed
'strategic management accounting' by various authors eg., Kaplan, 1983; Shank
and Govindarajan, 1989; Bromwich, 1990; Bromwich and Bhimani, 1994; Lapsley,
1995; Belkaoui, 1992). An example of Accounting's involvement is the inclusion
of 'risk analysis' in its quarterly finance reports is shown in Table 8.4.
The SWOT analysis of the DPWS is now attached to its Best Practice Programme
as a component of Strategic Process Reviews (SPR). SPR are about getting the
same results for very much less cost or getting very much better results for a

11

In everyday language, a benchmark is an example of any particular attribute which can be
used as a reference point (or baseline or standard) to measure other examples against. The
attribute may be physical, such as height above sea level for example, or it may be such as
'cost', 'quality', 'consistency' etc. Benchmarking is therefore the act of establishing a
benchmark or standard against which other examples can be measured.
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similar cost. SPR is also one of the activities the DPWS is involved in under t
banner of its Best Practice Programme.
Table 8.4
Quarterly Monitoring Requirements and Risk Analysis of the D P W S

RISK INDICATOR
Adequacy of
insurance cover

RISK
ANALYSIS
Low

Industrial Relations
Unplanned increases
in labour costs
Impact of unseasonal
weather on resources
Inability to retain key
staff
Losses arising from
over-staffing

Low
Low

Existence of litigation
against G T E by third
parties

Low

Change in
Government
endorsement
Excessive reliance on
small number of
customers/ suppliers

Low

Medium
High
High

High

COMMENTARY
It is expected that workers' compensation
insurance costs will reduce substantially in
1996/97 through improvements in D P W S
rehabilitation and claims management.
N o impact to year end results.
Labour increases were included in original
budget estimates.
N o impact on year to date results.
This continues to be a problem and the
Department is developing strategies.
The current results account for this matter;
however there is limited opportunity to
reduce staffing levels.
Claims made against the D P W S in respect
of compensation and litigation arising
from its operations are fully covered by
the D P W S ' insurance cover.
N o impact to year end results

Restructure of major client departments
and the Government's budgetary
constraints have continued to impact on
the Department's performance. T h e
Department is attempting to identify n e w
markets and services.

(Source: D P W S , Quarterly Finance Report, 31 March 1997.)

Marketing and Management

by Projects (MMbP)

The DPWS, at present, is in the process of implementing an integrated department
wide approach to marketing, client management and program/project delivery
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known as Marketing and Management by Projects. This n e w project came as a
response to various organisational problems raised by senior management people
after the commercialisation of the P W D . The changes include both a structural
component and an underlying cultural concept.

A s the Director-General

mentioned:
Despite these complexities there should be no doubt the changes w e
are about to implement are critical to our long-term success. I refer
particularly to the cultural change which needs to occur for us to think
and act as one organisation when w e promote ourselves to clients,
develop business opportunities, or deliver projects and services.
(Persson, 1996)
The M M b P change project is driven by thefollowingD P W S business goals:
1. Improve business development (through an integrated approach to marketing
& client management).
2. Improve service delivery (via coordinated program/ project and resource
management).
3. Improve customer service via teamwork and client focus.
4. Improve work environment through unlocking resources and more efficient
systems.
The scope of the M M b P change project has been identified and agreed as follows:

People:
•

Implement the n e w roles of Client Executive, Product Executive and Divisional
Resource Manager.

•

Refine the existing roles of Program and Project Managers, Business Line
Managers and other roles that m a y be impacted by the n e w w a y of doing
business.
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• Assess staff in terms of skills and competencies, to enable the new roles and
processes to be effective.
• Design appropriate training and development programs to fill the identified
gaps.

Processes:
• Redesign and create new key processes and sub-processes to support the
business goals of the organisation in the areas of client management, product
management, program/project management and resource allocation &
management.

Culture:

• Identify values, attitudes and behaviours to support the desired cultural change.
• Design and implement strategies to assist create the cultural change.

MMbP in the DPWS is a management concept of how an organisation goes about
maximising the talent of its people, while project management provides the tools
people use within that MMbP framework. The hierarchical structure of the DPWS
was not changed to achieve the goals of MMbP. A team structure is overlaid on
the existing structure so that organisational management occurs vertically and
project management occurs horizontally.

Accounting in the DPWS provided a visibility which led to the MMbP's creation in
the DPWS. For example, in the words of the Director-General:
For the last few years the DPWS has only ended up in 'the black'
because w e have been able to draw on the interest earned from our
cash reserves. What this means is that w e have not been earning as
much revenue as it costs to run our business. This is obviously not
sustainable. The implementation of the n e w Client Executive and
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Product Executive roles is a key step in helping to ensure the long term
viability of our products and services by re-focusing them to meet
client needs. These roles, combined with the changes arising from the
strategic review of regional offices, will result in improved revenue
streams. (Persson, 1997)

The new Client Executive and Product Executive roles are the change element
brought about by the implementation of the MMbP change project (DPWS, Report
to Executive Workshop, MMbP, 1997). Therefore, the visibility created by
accounting in the DPWS led to the creation and implementation of MMbP. MMbP
brought in a sort of cultural change within the DPWS and also affected the
traditional organisational structure of the DPWS. This is an indication of the
constitutive role played by accounting in the DPWS.

Therefore, the visibility that accounting in the DPWS created led the authorities
the DPWS to think about the implementation of the best practice programme, total
quality management, SWOT and the MMbP. That is not the end. These new
systems, which are now in operation in the DPWS, started demanding more and
more from the accounting and accountants of the DPWS. The authorities in the
DPWS came to realise that, unless the accounting information system was further
improved, it would fail to meet the increasing demands of the various
organisational efforts to improve efficiency and effectiveness. Consequently, an
'Accounting System Project' was established in 1996 (DPWS, 1996, Accounting
Systems Project Preliminary Information Requirements) and the outcome of the
project was a report 'Information Needs Analysis Report' (DPWS, 1997,
Information Needs Analysis Report). This report identified the existing
deficiencies of the accounting system and recommended some measures to improve
it. Follow up actions concerning the recommendations have already started.
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This example suggests that the 'new' accounting in the DPWS both shaped and, in

turn was shaped by, the organisational reality and rationales and indicates that th
significance of the accounting change emerged and evolved in the context of a
complex and changing environment (Burchell et aL, 1980; Roberts and Scapens,
1985; Nahapiet, 1988; Morgan, 1988; Roberts, 1990; Puxty, 1993; Chua, 1995).

It also suggests that, rather than simply reflecting the context in which it operate
accounting has the power to influence its own context (Burchell et al., 1985).
Accounting in the DPWS is a technology which not only regulates and reports the
world passively but also actively constitutes the world.

Another important point to note is that the DPWS is dominated by professionals
such as engineers and architects. There are instances where engineers prevented
accountants from becoming the dominant managerial group. For example,
Lawrenson (1992) observed the dominance of engineers over accountants in
Britain's railways. But in the DPWS, accountants do not consider themselves to
be a dominant group and they do not accept the fact either that the engineers and
architects in the DPWS do not accept them as an important management group
within the organisation. According to the Corporate Finance Manager:
/ have the access of information to advise executives. In this sense an
architect also has the power in his area. Everyone has some sort of
ability to influence. Here everyone has got the authority to incur
expenditure up to a certain level. So everyone has the ability to
influence cost centres at the micro level. With the new concept of
accountability, all parties including the engineers liave to meet the
requirements of accountability. There is no contradiction in
judgemental privileges.
The accounting practices which have been implemented throughout the
organisational hierarchy in the DPWS have increasingly brought 'non-accountants'
directly in to contact with accounting technologies that previously had been
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unknown to them. The following section elaborates further the non-instrumental
role of accounting by bringing in the issue of cultural change within the D P W S .

8.6 ACCOUNTING AND THE CULTURAL CHANGE IN THE DPWS
It w a s mentioned in the previous chapter that 'culture change' w a s first utilised in
the former P W D as a variable and control device. Actions were taken initially to
change the organisational culture simultaneously with the various organisational
and operational changes, such as commercialisation. Its members were educated
about the n e w economic realities and rhetoric to m a k e the cultural changes
successful.

New accounting technologies in the DPWS symbolise its business culture. For
example, accrual accounting, internal financial reports and budget variance reports,
and financial performance evaluation reports symbolise its actors beliefs and its
feelings towards its business culture introduced in response to the public sector
reform initiatives. The creation of 'Business and Resource Manager' positions in
its various responsibility units and regular 'Finance Committee' meetings etc. also
symbolises its business culture.

Cultural manifestations are acts of communication (Geertz, 1973) and accounting
is a key element of the organisational communication system (Broadbent, 1992).
Again, communication is not only the use of symbols that 'stand for' beliefs,
feelings, identities, events, it is also a w a y of pointing to, presupposing or bringing
into the present context beliefs, feelings, identities, events. This is what is called
the indexical meaning of signs (Duranti, 1997). Considering this indexical meaning
of communication, it can be said that the n e w accounting technologies in the
D P W S point to the economic rhetoric of public sector reforms as well as the fact
that accounting in the D P W S connects such public sector reform rhetoric with the
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feelings and beliefs of the actors in the D P W S . Therefore accounting further helps
in constructing the business culture in the D P W S .

Broadbent (1992) argued that accounting as a part of an organisational design
archetype is a tangible manifestation of the values of the interpretive schemes in an
organisation.

A s mentioned in earlier paragraphs, the n e w accounting in the

D P W S is creating visibilities of its interpretive schemes such as visibility of its
business and commercial culture as well as the feelings, attitudes and beliefs of its
actors.

The new accounting in the DPWS has a symbolic role in the change of culture of
the D P W S .

It has communicative and constructive roles in the business and

commercial culture of the D P W S .

It makes the intangible elements in the

interpretive schemes such as the D P W S ' s mission, vision and values visible
thorough its tangible manifestations of such elements in the interpretive schemes.
Thereby the n e w accounting in the D P W S also has the 'cultural visibility' creation
role. The n e w accounting in D P W S has already found an effective foothold in the
n e w culture of the organisation and has penetrated into the meanings given to
organisational lives in the D P W S . Language, symbols, and rituals are important in
maintaining a culture. Accounting is a language in the D P W S which is helping to
maintain the culture developed by its actors over the year. For example, the
concept of 'bottom line' became meaningful in mamtaining the business culture
within the D P W S .

8.7 CONCLUDING REMARKS
In this chapter the various accounting technologies which are n o w practised in the
D P W S are described. T h e introduction phase of commercial accounting together
with its instrumental and non-instrumental roles is also described in this chapter. In
the process of describing such accounting technologies in the D P W S and related
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issues, the research questions which were raised earlier are also explored and
understood. The research questions which were raised are (see chapter 2):
• Why was a 'new' accounting developed in the DPWS? What is its
significance? What social factors have been involved with its emergence and
development?
• How are these 'new' accountings maintained and their influence enhanced in
the DPWS?
• How are these 'new' accountings linked to the promotion and acceptance into
practice of other management, organising and structuring technologies in the
DPWS? How has it become intertwined with other aspects of the
organisational functions of the DPWS?
• In which ways have accounting and accounting information contributed to and
shaped the processes of organisational and cultural change within the DPWS?
• What are the practical achievements of accounting so far within the DPWS;
and what are its consequences?
The first question was emphasised in all the previous chapters. The new
accounting in the DPWS (and in the former PWD) was developed in response to

the socio-political environment of the public sector reforms in Australia and in t
Australian State of NSW. The other questions are explored and answered in this
chapter and will be further emphasised in the final chapter of this thesis.

The formal practice of commercial accounting technologies in the former PWD
started in 1992 and almost every practice started from scratch. It is not claimed
that the existing accounting system in the DPWS is perfect from every aspect, but

the evidence from the field which is presented in this chapter definitely supports
view that the commercial accounting technologies facilitated the reform process
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(thereby the organisational and cultural change) in the former PWD and in the
present DPWS. Evidence from the field also supports the fact that the
achievement of the commercial accounting technologies in sustaining such changes
in the DPWS is quite significant. The 'new' accountings in the DPWS (and in the
former PWD) successfully contributed in maintaining the balance between its
interpretive schemes and its design archetype and other subsystems (Laughlin
1991a; Broadbent, 1992).

So far a major part of the analytical discussion in this chapter and in the previou
chapters has centred around the transformation of the former PWD. It has already
been mentioned that, along with the former PWD, there were some other
governmental agencies which were integrated with the PWD. The new
Department of Public Works and Services was created in March 1995. It should
be an interesting issue to explore the change process/s of those governmental
agencies and in that context questions may be raised as to whether these agencies
followed a similar change path taken by the former PWD, and whether accounting
technologies played the same role as they did with the former PWD. According to
Dilthey:
The totality of a work must be understood through its individual
propositions and their relations, and yet the full understanding of an
individual component presupposes an understanding of the whole
(Dilthey, Gesammelte Schriften, Vol. VII, p. 225, quoted in Puxty,
1993, p. 55).

Accordingly the organisational and cultural changes vis-a-vis the role of accountin
in such changes of one of the business units of the DPWS will be explored in the
following chapter.

CHAPTER NINE
THE LEADER WHO WAS TRUSTED: THE CASE OF THE
STATE MAIL SERVICE

The totality of a work must be understood through its
individual propositions and their relations, and yet the full
understanding of an individual component presupposes an
understanding of the whole (Dilthey, Gesammelie Schriften,
Vol. VII, p. 225, quoted in Puxly, 1993, p. 55).

9.1 INTRODUCTION
Brunsson and Olsen (1993, p. 131) put forward two ways of understanding reform,
namely, 'instrumental' and 'institutional'. From an instrumental perspective, the
agencies are expected to accept reforms that are useful for their o w n survival and
prosperity and assumed to accept the reforms' strong orientation towards
efficiency and effectiveness. O n the other hand the reactions of each agency can be
explained by its particular institutional qualities. Each agency's activities, history,
formal and informal rules, routines, norms and values are decisive for the actual
implementation of reforms coming from outside.

In this chapter the change

process of a business unit of the D P W S will be examined. This business unit has
similar instrumental explanations of its reform processes like that of the P W D
(another integral functional unit of the D P W S and already been discussed in the
previous chapters). Again, this Business Unit has institutional explanations of its
reform processes which are completely different from the reform processes of the
former P W D .

In the previous chapter the change process (organisational, cultural and
accounting) of the former P W D and the D P W S as a whole w a s explained and
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conceptualised. It has already been mentioned that the DPWS was created in 1995

and, prior to that, its history and the implications of its changes are actually th
history of the former PWD. This chapter is the story of the another business unit
of the DPWS which also went through organisational and cultural changes
prompted by the public sector reform agendas of the NSW government. The unit
is the State Mail Service (SMS). The SMS was amalgamated with the former
PWD together with some other Governmental agencies in 1995 under the banner
of the DPWS. In this chapter it will be shown that, although the SMS is a business
unit within the DPWS, the absorption and implementation of its reform processes
differ from that of the overall reform processes of the DPWS and of the reform
processes of the former PWD. While the PWD had some sort of accounting and
management system of its own prior to the implementations of the public sector
reform initiatives, in the SMS, on the other hand, everything (eg formal
organisation structure, administration and accounting system) was developed from
scratch to respond to the public sector reform agendas of the NSW government.

The SMS was the first government organisation in Australia to receive a grant
under the Australian Best Practice Demonstration Program in recognition of
achieving a corporate culture which empowers employees to take responsibility for
providing superior quality service to customers and for commitment to continuous
improvement (DPWS, Our Services, Commercial Business Division, 1995)1. The
project involved the development of self-managed teams, a performance
management system and a reward and remuneration system for those teams. It is
interesting to note that, in 1989 a financial consultant reviewed the SMS's

1 Best Practice Programme started in the S M S much earlier than the overall best practice
programme in the D P W S .
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operations and determined that if it were run on a commercial basis it would have
recorded a $1.9 million loss. However, despite that comment, since the SMS
began operations on a commercial basis it has been continued to make a profit.

Before its move to best practice methods, the SMS paid little attention to
customers and operated as a monopoly. Clients viewed it as slow and inefficient
and employees simply did as they were told, firmly believing they were not paid to
think. All this changed with its commercialisation and with the appointment of a
new General Manager, JC2, who was given the task of transforming the SMS (then
Government Courier Service) into a commercially successful business, ready for
open market competition. The leadership of JC and his vision was crucial in the
change process. JC was a champion of change, whose leadership not only
transformed the SMS into a profitable organisation but also transformed the
culture of the SMS and the lives of the people. JC inculcated the TINA (there is
no alternative) syndrome into the people of the SMS. This chapter is the tale of
such transformation of the SMS and the story of a trusted leadership.

9.2 AN INTRODUCTION TO THE SMS
The State Mail Service, a commercialised entity of the NSW Government, provides
a mail collection and delivery service for NSW Government organisations and
statutory authorities. It employs over 150 staff and its vast network services over
2500 individual client locations in the Sydney Metropolitan area on a door-to-door
basis and over 1500 clients in 65 country locations. The business operates 24
hours a day, seven days a week, including a special service for the NSW Police

2

Although the Actors in the S M S did not ask for it, the initials of their names are used to
maintain anonymity.
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Service, that saves clients time, expense and effort. The service provides a safe,
high security courier network and its staff is constantly seeking ways to achieve the
most cost-effective and efficient means of delivery. It processes 28 million articles
annually and saves clients up to 39 percent of their total mailing costs. Its major
clients are the Department of School Eduction, the NSW Police Service, the
Attorney-General's Department, the Local Courts Administration and the NSW
TAFE Commission. The sales forecast for the financial year 1997-98 is $27
million. It achieved an annual sales of over $23 million in previous years.

The main office is located at 15 Everley Road, Chester Hill suburb of Sydney and
the majority of its operations are conducted on these premises. In addition, there
are six fully staffed country locations: Wollongong, Gosford, Newcastle, Dubbo,
Orange and Bathhurst. The delivery area on its premise provides radio linked vans
and trucks, which have a daily schedule run within the metropolitan area, collecting
and delivering mail to each of the clients' offices. The sorting area sorts the mail
collected and arranges for the delivery of this mail via Australia Post back through
the scheduled runs network or overnight delivery to the 65 country locations
serviced by the SMS3. Clients divide mail into standard letters, non-standard
letters and parcels, counting numbers in each category. The SMS collects articles
and arranges stamping, sorting and dispatch. Priority paid, certified, security post,
insurance and overseas mail are also handled. Clients achieve substantial savings
through discounts on bulk posting. Mail normally reaches the Sydney metropolitan

3

The margin for the S M S is the difference between the price charged by the S M S to its clients
and the prices it pays to Australia Post. Actually this is the discount which Australia Post
allows to the S M S . According to the agreement between Australia Post and the S M S ,
Australia Post charges a discounted price for the bulk mail brought by the S M S on behalf of its
clients (eg Australia Post charges 45 cents for a standard letter but it charges 37 cents to the
SMS).
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area within 24 hours and the country in 48 hours. The SMS's current services
include:
• Docket Service:- handles all types of mail which are categorised into standard
mail, large (non-standard) letters and parcels.
• Regional Mailbag Service:- handles normal office mail (with rninimal parcel
content) to and from regional offices of clients through its 65 country locations.
• 'Red Bag' Service:- for mail that is urgent and must be certain of reaching its
city destination the next day.
• Dedicated Bag Service:- security satchels rented on an annual basis for use
between government departments and branch offices.
• Safe Handling Service:- for high-security articles and valuables. The article is
signed for at each stage of processing.
• Special Jobs Service:- delivering mail according to special requirements.
• Labelling & Packaging Services:- this is ideal for large mail-outs, including the
full range of articles, from letters to larger items and packages. Labelling and
packaging services cover the full range of mail preparation tasks which include
data base management, label production, addressing, collating, folding,
enveloping, sealing, strapping, plastic wrapping and mail tube insertion.
• Insert Distribution Facility:- the SMS has a database of most departments and
schools for insert mailings.
• Other Customer Services:- these include helping plan a more efficient mail flow
within the customers' office and helping their staff process mail more
efficiently; advice and assistance clients with regard to any mail problem in their
premises etc.
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Each Client has an SMS Business Agreement, with charges based on the number of
articles, by category, posted during the year. As a value added service, the SMS
also offers advice and assistance in optimising clients' mail flow. The SMS claims

that its charges are extremely competitive and, in some cases, less than half of the

normal rates (eg cost of inserts via the SMS is less than half the normal postal ra
for inserts).

Like any other organisation, the SMS also has an organisation structure/chart
depicting the authority and responsibility of its members. Prior to March 1989, it
was under the leadership of a Director. Once commercialisation was introduced, it
became obvious that the position of 'Director' symbolised the meaning of a
bureaucratic government organisation. So, to bring in more commercial flavour
and look, the Director's position was renamed as General Manager in early 1989.
The existing organisation chart developed in such a way so as to encourage a
'bottom up' approach to decision making rather than the 'top up' approach which
it had previously been. The organisation's existing structure is shown in Figure
9.1.

The General Manager (GM) is responsible and accountable for the performance of
the overall organisation. The GM reports to the Director-General of the DPWS
via the Director of the Commercial Business Division of the DPWS. The GM's
service is on a contract basis and renewal depends on his/her performance. The
GM enjoys autonomy in decision-making (ie is not bothered by head office
authority) with regard to the activities of the SMS. There are, however, instances
of conflict with head office on various issues. This happens because of the
differences in its own mission and goals and the overall goals and mission of the
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It w a s mentioned in the previous chapter that the organisation (the

D P W S ) still faces these intra-organisational integration problems.

Figure 9.1
T h e State Mail Service Organisation Chart (Top Level Only)
Projects & Quality
Coordinators

GENERAL
MANAGER

Administrative &
Secretarial Support

1

1
Manager Marketing

Manager Operations

Manager
Sorting Services

Manager Finance &
Administration

Manager
Delivery Services

Under the G M there are three direct in line-positions, (ie the Marketing Manager,
the Manager of Operations and the Manager of Finance & Administration). Before
commercialisation, only the role of the Operations Manager was significant. There
was an Accountant whose role w a s record keeping only (and w h o was usually
k n o w n as the Administrative Manager).

There was no question of having a

Marketing Manager prior to its commercialisation. N o w both the Marketing
Manager and the Finance & Administration Manager play crucial roles together
with the Operations Manager. This is also evidenced in other studies on the role of
accounting in public sector reforms (eg Dent, 1986; 1991).
accountable and report to the G M .

They are all
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There are two other Managers (ie the Manager of Sorting Services and the
Manager of Delivery Services) both of whom report formally to the Manager of

Operations. The Manager of Operations, although not officially, is regarded as the
second in line to the GM in the SMS. These six management people constitute the
Self Managed Management Team (SMMT) of the SMS which was created to
facilitate the workings of the Self Managed Work Teams (SMT) first trialed in
1991 (referred to later). The SMTs were introduced in response to the SMS's
move towards commercialisation and best practice methods. The (best practice)
project involved the development of self-managed teams, a performance
management system and a reward and remuneration system for the teams.

The SMTs are located on the operations side, ie in Delivery Services and in Sortin
Services. At present Delivery Services consists of seven SMTs and the Sorting
Service consists of eight SMTs. The members of the SMMTs are responsible as
coaches for these teams, and have two teams to coach on average. The next
section provides a brief history of the SMS.

9.3 A BRIEF HISTORY OF THE ORGANISATIONAL AND CULTURAL
TRANSFORMATIONS IN THE SMS
The State Mail Service (as it is known now) has a long history of its own. It

started in 1922 as the Letter Delivery Bureau and operated a mail delivery service
on foot to State Government Departments and businesses in the inner city areas of
Sydney and Newcastle. As the public service grew the Departments started their

own delivery service in addition to the services of the Letter Delivery Bureau. In
1977 the NSW Government Courier Service was appointed as the authority for
mail and courier work and absorbed the Letter Delivery Bureau. This meant that
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the Government Departments were locked into using the services of the
Government Courier Service.

It has already been mentioned in one of the earlier chapters that the context of t
thesis is the public sector reforms in Australia which commenced during the mid-

eighties. Accordingly in this section changes in the SMS during this period will b
emphasised.

During the early eighties the SMS was a branch of the NSW Government Supply
Department and was known as the Government Courier Service (GCS). It was
located in the Alexandria area of Sydney and its functions were more or less the
same as what we see now (although methods of operation were not the same).
This branch was not funded from the Consolidated Fund and its major source

revenues were the receipts for courier services undertaken on behalf of the client
(ie other governmental agencies). Payments were mainly made from Special
Deposit accounts receipts. Program payments were significantly higher than
receipts ie the deficit was approximately $10.2 million in year 1986-87, $11.1
million in 1987-88, $12.1 million in 1988-89 ( NSW Government Supply
Department, Annual Reports, 1986-87; 1987-88; 1988-89). Financial statements
of the Government Supply Department were prepared on a cash basis.

In the first half of 1987 the Branch (GCS) acquired microcomputer hardware and
software to facilitate the introduction of improved management information
systems, accounting procedures and data bases. Considerable advancement was
made towards the implementation of such system by mid 1987. New performance
indicators were developed during the 1987-88 reporting period. These indicators
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covered key areas such as productivity levels, resource utilisation, staffing level
discounts achieved and associated costs, mail turnover achievements and client
complaints.

In February 1988, the Treasury launched the 'User Pays' concept. During that
year the GCS undertook systems development and review to ensure smooth
transition and minimal impact on the operations of its customer base. Greater
emphasis was placed on marketing and customer relations within the organisation,
as well as the need to import management accounting skills. It was decided that
the GCS would move to commercialisation and 'user pays' operations were to be
effective from 1st July 19894. During the year it was also decided to move the GCS
base to a site in Western Sydney.

In March 1988, a new NSW Government Department - the Department of
Administrative Services (DAS) - was established with the aim of improving
efficiency, economy and effectiveness in the operation of common service agencies
in the NSW public sector. The DAS brought together many common service
agencies of the NSW Government, including the Government Supply Office and
thereby the GCS under the banner of the DAS. A corporatisation framework for
the DAS was developed with the aim of moving towards corporatisation in 1990.
It was decided that the DAS's future structure will be that of a holding company
with executive and subsidiary structures, overseeing a series of individually

4

It has already been mentioned in one of the previous chapters that the philosophy behind
applying the 'user pays' principle is that, for m a n y public sector activities, particular users
should bear all, or a proportion of the costs, rather than those costs being met solely through
the central budget. Basically, the rationale for introducing user charging into the pubic sector
was to expose previously quarantined activities to the market forces of supply and demand. In
this way, both providers and users could consider the cost of those activities; hence
overservicing or waste could be identified and minimised (Cutting, 1991)
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managed business units (such as Government Courier Service), all acting
commercially and thus able to have their performance measured against similar
enterprises in the private sector (NSW Department of Administrative Services,
Annual Report, 1988/89).

In April 1989 the Government Supply Office and the Government Printing Office
as separate administrative units were abolished and the DAS incorporated them

into the overall structure of the DAS. The business units within these two office
were continued to be reviewed so as to establish the viability of the units in a
commercial environment. One of them was the Government Courier Service. A

vital component in the restructuring of business units was the establishment with
each unit of an administrative structure to undertake central services such as
finance and personnel. In late 1989, for the first time, the Government Courier
Service undertook the finance and personnel service of its own. Ernst & Whinney
was appointed as Consultant for the establishment of commercialised accounts for
the GCS. The accounts of the GCS for the reporting year 1988-89 were still on a
cash basis. The GCS commenced commercial operations on Is' July 1989
adopting a new name - the State Mail Service (SMS). During the reporting year
1989-90 the Commercialised Business Accounting System (CBA, ie accrual
accounting) was introduced into the SMS to replace the Budget Accounting
System (BAS, ie cash basis accounting). The SMS earned, for the first time, a
profit of$.814M in 1989-90.
In recognition of the new commercial orientation, group objectives and
cohesiveness, the Department's name was changed in August 1990 to the
Commercial Services Group (CSG). As part of this corporate image change and

commercial repositioning process, the names and logos of a number of the business
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units were also changed during the year. Actually the Commercial Services Group
was established in March 1988 as a result of the Block Review's recommendation
that a portfolio should be created to enable a firm (entrepreneurial) ministerial
to be taken in providing strategically coordinated and commercially based common
services to NSW Government Departments and Authorities (NSW Commercial
Services Group, Annual Report, 1990/91).

During 1990-91, the main office of the SMS was moved from the Alexandria area
of Sydney to Chester Hill, a Western suburb of Sydney. During that reporting
year, the SMS successfully introduced Annual Service Agreements to all major
customers. Those agreements defined the relationship and service expectations
between the SMS and each of its major clients. In that year more efforts were
directed towards strengthening of commercial expertise and the improvement of

financial analysis in the organisation. The financial systems at Head Office and i
the SMS were maintained in line with the requirements of accrual accounting and
commercial management information systems. Other changes which took place in
the CSG (eg implementation of the Senior Executive Service Infrastructure, the
refinement of monthly financial reporting packages, the introduction of Group
accounting manuals etc.) also affected the SMS. In this reporting year the SMS
made a profit of $1,372 million.

In 1991-92, the Minister officially opened new premises for the SMS at Chester

Hill. The CSG published and disseminated, for the first time,' its Mission Statemen
and Broad Objectives shown in Table 9.1.
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Table 9.1
Mission Statement and Broad Objectives of the Commercial Services Group
MISSION S T A T E M E N T
T o be a commercially successful group
providing quality support services and
advice to the government sector,
where,
commercially successful is the
achievement of commercial returns to
the Government in competitive
marketplace;
quality is excellence and commitment
to client service and satisfaction;
support services are c o m m o n goods
and services required in the
Government sector to enable other
Government agencies to focus o n their
core business objectives; and
Government sector is the prime target
market for the group which m a y
include non-profit Government
subsidised and defined clients.
The CSG is a group of service
oriented businesses providing quality
services and products to the public
sector and associated organisations,
and providing strategic services and
advice to the N S W Government.
The C S G will achieve a pre-eminent
market position as the supplier by
choice, through differentiation,
recognised innovation and service
excellence.

BROAD OBJECTIVES
T o achieve a satisfied clientele through a
commitment to total quality service.
To fully develop the profitable growth
opportunities available to the C S G .
To achieve acceptance by our clients of
the advantages and economies gained
through the use of support services
provided commercially by the C S G .
To maximise the contribution of an
appropriately mixed and skilled workforce
by providing a stimulating corporate
environment and effective management
systems which facilitate high level
performance while ensuring that staff
have opportunities to develop and use
their individual capabilities.
To be recognised as a vehicle for
microeconomic reform in accordance with
the Government's objectives through:
rationalisation, commercialisation and
divestment, and
management of strategic support activities
for the Government sector so as to
maximise the efficiency and niuiimise the
costs of these activities to Government.

(Source: N S W Commercial Services Group, Annual Report, 1991/92)
The S M S , being one of the business units of the Group, also adopted the mission
and objectives. In line with the overall Group's mission the SMS established its
own mission, which is:
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Through a commitment to 'quality' and 'service excellence' the State
Mail Service will achieve the preferred supplier position in the market
place and provide a commercially successful mail handling operation
for the N e w South Wales Public Sector. ( N S W Commercial Services
Group, Annual Report, 1991/92)
During the reporting year (1991/92) the SMS introduced an on-site invoice system

with provision of client service information and greater flexibility for pricing. Ne
profit of the SMS grew from $.814M in 1989-90 to $1.372M in 1990-91 and to
$1.914M in 1991-92. Another significant development which took place in the
SMS was the trial introduction of Self Managed Work Teams (SMT) which

influenced, and still influence significantly, the operation of the SMS. In addition
TQM principles were introduced into the team structure. The business of the SMS
was expanded to include three state transit daily runs and supplementary services
of enveloping, inserting, wrapping and collation. New services were introduced
which included the Safe Handling Docket Service, the Receipted Delivery Service
and special Australia Post lodgement arrangements for particular mail.

During the same year (1991/92) all business units of the CSG, including the SMS,
supplied staff with name tags, identification badges, name plates for desks and

business cards suitable for identifying that officer to the public and/or clients. A
staff were instructed to identify their unit and themselves when answering phone
calls. During the reporting year 1992/93, the financial analysis and monitoring
process in the group were further improved through a monthly reporting package
which was linked to its business and marketing plan. In this reporting year job
evaluation and performance management systems for non-SES staff were
introduced. Total quality service throughout the group was introduced.

In 1993/94 the SMS became the first Government business operation to win a
Federal award and grant under the 'Australia Best Practice Demonstration
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Program'. An Enterprise Agreement covering all staff of the SMS was also signed
and implemented on 28 March 1994 following development and negotiation
between the Public Service Association, employees and management
representatives. A major focus of the year was the training of both management
and operational teams with the view to implementing 'Self Managed Work Teams'
throughout the organisation. During the year two new services - a metropolitan
Post Office Box clearance service and a Receipted Delivery Service were also
introduced. Financial results of the SMS continued to be excellent with sales
slightly above, and operating profit well above, budget.

So, it can be seen from the above discussion that historically, the CSG has been a

the forefront of the introduction of commercialisation through its operations. Its
transition stage included not only the commercial management of its businesses,
but also the provision of commercial expertise on a broader scale to the whole of
the NSW Government. Being a business unit of the CSG, the State Mail Service

went through a similar transition phase and made a similar contribution towards th
commercial success of the Government's business activities.

In early 1995 the Department of Public Works and Services (DPWS) was created.
All business units of the former Commercial Services Group including the SMS,
the former NSW Public Works and some other governmental agencies, moved
under the umbrella of the new organisation. Therefore, in 1995 the SMS became a
part of the DPWS through its Commercial Business Division. During the
restructure, all staff were provided with regular Communications Bulletins that
advised of implementation progress, answered their questions and established and
promoted a Staff Hotline to enable staff to ask questions about the changes and
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their concerns. The rest of the history of the SMS is aligned with the development
of the DPWS.

The previous historical description of changes in the SMS indicates that the SMS
changed from a near-bankrupt bureaucratic monopoly to a customer-focused
commercial success in a short period of time. A move to a new building, a new
identity as the 'State Mail Service', new uniforms and a new business plan were
some of the ways that employees and customers received the message that times
had changed. As mentioned earlier, all these successes started with the
appointment of new General Manager (who has already been introduced as JC).
JC brought in and developed the Self Managed Team (SMT) concept as an integral

part of the business structure of the SMS. Since then all operations and businesse
have evolved around the SMT.

Although commercial success came in a short time, the transition process in the
SMS was not a straightforward, but was rather a complicated process. It went

through a 'schizoid' situation for quite a long time. The next few sections presen
and analyse the story of the SMS's transition as seen from the insider's point of
view (Geertz, 1973; 1983; 1984; 1988; 1995).

9.4 THE STORY OF THE 'SCHIZOID' SMS
The 'user pays' system, ie commercialisation, was introduced into the SMS (then
Government Courier Service) in July 1989. This came as an environmental
disturbance/jolt/kick to its operations (Laughlin, 1991a). There was no question

of rebutting it as it was imposed/forced on it (the then GCS) and it (the kick) ca
as a consequence of the overall public sector reform policies of the NSW
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Government. The next best alternative for an organisation in this case would be to

internalise the disturbance by changing its design archetype (management systems,
structure, accounting systems) and maintaining a balance with its interpretive
scheme (metarules; mission; shared meanings, values and myths) by either keeping
the underlying ethos unchanged or formulating a totally new underlying ethos for
(Laughlin, 1991a). Again there was no question of the SMS keeping its underlying

ethos 'as it is', because the environmental disturbance (in this case, public sec
reform) and the corresponding changes in its design archetype required a totally
new underlying ethos for the organisation as a whole. As a result there was a
change in its interpretive schemes. In this sense the changes in the SMS can be
described as the second order change of 'colonisation' (Laughlin, 1991a).

In the SMS, the time frame from the time of the occurrence of the environmental
disturbance to the 'colonisation' change was long. The organisation was in an
absolutely 'schizoid' (Laughlin, 1991a; Broadbent, 1992; Richardson et al., 1996)
situation. Employee morale had reached rock bottom. The situation of the SMS
during that time was explained by the Operations Manager (then Supervisor,
Sorting Section) as:
Around 1989 the NSW Government introduced 'full cost recovery' which meant the Government Courier had to be competitive in the
market place and make a return to our owners. This was to be biggest
challenge for the service so far. The GCS was not in good shape and
had low morale amongst the staff. They took around two days on
average in mail sorting. Most thought we'd be closed down. There
was little support from our management at that time to overcome the
problems, which were largely due to head office constraints and
expanding workload
The staff in the SMS found the change very difficult because all of a sudden they
had more responsibility than they were used to. They started doing a lot of

thinking such as, dealing with quality measures, customer satisfaction, output an
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bottom line - this was hard for them. They were in an area which was completely
alien to them.
There was a drastic change in organisational culture. A customer and outputoriented culture was brought in. During the period of operation before 1989 the
work done by the staff was, by and large, just that work. It was a job that had to
be done. Customers were not known as such and for most staff were quite unseen.

Drivers just delivered mail, sorters just sorted mail and there was no such thing a
an internal customer. Most of the time the sorters got as much done as they could
because it meant extra work for the drivers and the drivers were happy to pick up a
large load from a pick-up because it would keep the sorters busy. In those days a
good driver was one that could do the run in the quickest time and, if he dropped

off all his mail and collected every thing, he had a future as a possible superviso
Customers were just never considered.
The style of management was also not compatible with output and customer
oriented change in the SMS at that time, and added further fuel to the 'schizoid'
situation in the SMS. Prior to 1989 the style of management was typically 'public
servants'. Even after the introduction of 'full cost recovery' management, people
in the SMS were still following the bureaucratic rules and regulations rigidly.
There was a definite chain of command, upper management making the decisions,
telling lower management to carry them out. As the present Sorting Manager
(then a delivery driver) remembered:
We did this without question. Operationally those were difficult times
as there was very little support or praise, only kicks wfien something
went wrong. Even in the late eighties we were not given much
opportunity to be part of decision making. Management was task
oriented, it was difficult to be much else wilfiout support
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Such situations led to shifts in the balance of the dominant lines of the SMS and it
became a schizoid organisation. There was cultural fragmentation among the
organisational actors (Broadbent, 1992). Some took the challenge and moved on;
others, affected by their different values and beliefs (ie cultural fragmentation)
towards the reforms, could see no significance in those changes in the SMS.
Financially it (the SMS) showed healthy profits at the initial stage of the changes
but organisationally it was facing a schizoid situation and was on the verge of
splitting. This indicates the limitation of accounting numbers, (ie accounting
numbers should also be interpreted from the point of view of organisational and
social context to make organisational aspects completely visible). Accounting in
SMS at the beginning played rather a 'camouflage' role (ie it disguised the real
problem of transition in the SMS). JC was the General Manager at that time. He
sensed that the SMS would soon be destroyed unless something was done quickly.
He held the oar of the sinking boat to provide a proper direction. The Self
Managed Team concept was born. The next section is the story of JC's leadership
during those turbulent years of the SMS.

9.5 THE BIRTH OF THE SELF MANAGED TEAMS IN SMS
The major challenge JC faced was to change staff attitudes and build commitment
(which laughlin, 1991a, stated as being the element of the interpretive scheme of
an organisation). In his own words:
When the SMS adopted the 'user pays' principle, the comments I got
from the people were that it was hopeless, it was unfair, management
is playing dirty with us etc. A sort of strong sense of hopelessness
developed Also a sort of vindictive mentality developed in those
people at that lime.
They were not used to or ready to take responsibility. So I was
thinking how to move forward and the change I wanted to bring was
more painful than the actual pressure of work I wanted to create a
sort of sense of urgency in them for the change. It was actually hitting
them in their comfort zones. I started talking and negotiating wiUi
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them. Some of them became a common enemy to me.
After the adoption of the 'user pays' principle - within two weeks -1
called a meeting. There were about 160 people in the SMS at that
time and we did not have enough space for conducting meetings by
calling all the people at one lime. So the meetings were held in two
shifts. I informed them about my plan and all the aspects of the
forthcoming changes. I told them that without their involvement in
bringing in the changes the business would shut down. I told them
that I just came back from a meeting with the Minister and tried to
convince him to keep the business of Government Courier. I told them
that being a public servant does not mean that you don't have the
ability to change.
I told them that we are now a commercial business and we have to
make money out of it - or close the business down- you will be out of a
job from Monday. If you want to stay here and survive you must move
towards a new direction. I told them that I did not have to come here,
I chose myself to come here. I have never failed in bringing in change
in the last fifteen years and I was not going to fail this time and I am
not going to slop now. My speech in the meeting was written and read
from there.
Another problem was that these people had no sense of ownership.
They were used to just coming and going to their workplace. Some of
them said to me that you can force us to work harder but you will not
be able to win our hearts - you pay very little money to us - why
should we be committed to this place? So, there was a lack of
ownership in the feelings among them.
So, I said to them that it is your business - this is your life and your
career which you are not giving to me - job security is yours not mine.
You simply place your trust in me to look after you. Your career and
morale is yours - you should protect them yourself and develop
yourself. I will be able to give you some skills but you should be able
to manage yourself - your customers. It is not up to me to tell you
what to do and only do things while I am watching you.
JC introduced some initial strategies to overcome the schizoid situation and to
bring back the organisation from the brink of bankruptcy. These were: a new
name; a new image and location; staff and structure changes; commercial
accounting; open communication between management; and staff and account
management (ie the elements of design archetype and sub-systems in Laughlin's,
1991a, skeletal organisational change model). In fact JC gambled on his new
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management structure and management staff relationship and it immediately paid
dividends. As the Manager Operations remembered:
The move from Alexandria (to the new location) and the new practices
that had been introduced by JC were successful. We were able to meet
our profit targets, negotiated with our head office.
Similar views are shared by the Coordinator of Sorting Services (then a Mail
Sorter) who remembered:
/ can remember those days in Alexandria -the working environment
and conditions were horrible. There was a big and untidy hall for
working. The working environment was not pleasant at all. We had a
Supervisor for the whole of the shifts. He was like an army sergeant.
He had a little room with glass panels. He sat up there and watched
everything through that glass panel We could not talk to each other.
If we ever did, he came and lapped our shoulder and said 'get to
work'.
JC showed that the reforms in the SMS should not be aimed directly at people's
behaviour, as this would involve a form of interactive control. Behaviour can be
influenced indirectly, by the introduction of new management techniques or new
organisational conditions for the actors (Brunsson, 1989). The strategies JC
initially introduced also started building confidence in the staff. As mentioned
earlier, although the SMS started making profits, success did not overcome the
schizoid situation (Laughlin, 1991a). In other words, members who tried to adapt
with the requirements of the reform, either became purists or were frustrated
(Brunsson and Olsen, 1993). He could not make a significant impact on the old
public sector attitude borne by the members of the SMS that is, T work for this
group called the public sector; I don't have any responsibility to them because I

can't find it: and I don't know who the group is, it does not know me, so therefor
I am anonymous and not accountable'. JC realised that a leader could not make all
of his followers change at the same time. Each individual makes independent

choices of change. He talked a lot about the self mastering of his staff and tried
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build in them a sort of internal control not external. JC realised at that time th
success in changing the employees' attitudes and commitment in the SMS would
only come by giving employees more empowerment, ownership and responsibility
in running the business. JC saw self managed teams within the SMS as the answer
and in 1991 two teams were formed. As JC remembered:
What was lacking here was ownership • so we started to involve
people. We started with two teams in the driving and the sorting
areas. I worked with them as their personal coach. We worked out
some simple performance measures they had to meet. They were
enthusiastic and went really well. They welcomed the greater
responsibility and autonomy and came up with incremental
improvements.
There were six staff in the sorting team and five in the delivery team. JC became
the first coach and both teams operated under agreed conditions. The teams were
actually quite functional with a Team Leader appointed. They became very task-

oriented and consistently met the agreed performance targets. So the first two Sel
Managed Teams were born in the SMS and a new ethos of ownership,
responsibility and empowerment for the SMS (in its interpretive scheme) began.
The success of the first two work teams kept staff interested in the teams idea.
More teams were introduced in both the operational areas of Delivery and Sorting.
However, initially there was very little input in team functioning from the
management people other than from JC himself. They thought they were fairly busy

in running the business and felt that the team idea was all due to JC. This attitu
of the then management people blocked the progress of change through teams in
the SMS. Later JC brought in the management people in a 'pool' and told them
that, in addition to their traditional role as managers, they would have to coach
team as well. He told the management people that they had their hierarchical job

description but part of it would be a transition to change. What happened therefor
is that, in addition to JC himself, a pool of coaches was established. Later this
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was transformed into the Self Managed Management T e a m ( S M M T ) .

A s JC

recalled:
But during thefirstyear of my attempt to bring change through the
team approach, I became more and more frustrated. I was not
progressing. SF was working with me5. One afternoon we sat
together and asked ourselves what was going on. In the course of our
conversation we came to the conclusion of how stupid we were. Wliat
was happening was that these management people were functioning as
the coaches for our self managed teams and I was in fact coaching
these management people, I was managing them and they were
dependent on my instructions. So, in fact these management people
were not managing themselves as coaches would do. How can they
coach something which they have never experienced
I transformed that pool of management into a self managed
management team (SMMT) so that they could taste the self
management first and then coach themselves. Development of self
managed teams was our ultimate goal.
The SMMT was formed and each member was allocated teams to coach. The task
of the SMMT was to facilitate the 'team concept' in the SMS and to be involved
the development of plans for team training. Initially the team was made up of

managers and coordinators from the delivery and sorting operational areas but l
finance and marketing managers were added to the SMMT. The existing

organisation structure of the SMS based on the team approach is shown in Figure
9.2.
The management people from Finance, Operations and Marketing including the
General Manager constitute the SMMT and are responsible for the design and
development of team training programmes and for coaching the self managed work
teams which consist of 7 teams from Delivery and 8 teams from the Sorting
section.

5

SF was then Team Training and Development Officer and was a close associate of JC.
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In this w a y JC brought together all the members of the S M S . A s the Manager
Sorting recognises:
It has not been an easy transformation, it's hard work and fur flies
occasionally. The up side is we have always enjoyed a good working
relationship with each other and the team work has had a positive
effect on operations. We have changed the way we managers our
daily tasks. Our lines of communication have opened, we seek advice,
and we support and guide each other. At our team meetings there is
no hierarchy, we are all equal. You may be asking yourself - can't it
work without total involvement from your management group? From
our experience the answer is no! The shift (to SMT and SMMT) was
vital to our success.
Figure 9.2
T h e State Mail Service T e a m Approach Organisation Chart 6

7 Self Managed Teams

8 Self Managed Teams

Gradually the teams started to take more of a formal shape in the S M S . The plans
and programmes became more formal. Both the management and staff attended
various training programmes. In 1993, an Enterprise Agreement was jointly
developed by the SMS and the Public Service Association of NSW (PSA) and was
signed in early 1994 (28 March). This Agreement provides a framework for many
of the changes that the SMS has undergone and also contains various aspects of

team functioning. Undoubtedly JC's leadership in the SMS played a significant and

Currently there are some members of the S M S staff (from the delivery and sorting operations)
who are not part of a team. This may be for a variety of reasons including no team vacancy or
an expressed wish to work outside the team.

314

Monir Zaman Mir/PhD Thesis/Chapter-9

crucial role in arriving at such an Agreement and in having a long term effect on
the SMS's success.

It is mentioned in one of the paragraphs of the Agreement that:
The State Mail Service and the Public Service Association intend that
this Agreement will lead to a workforce dedicated to : commercial
success, quality service, increased productivity, competitiveness.
This will be achieved by a commitment to: development of a career
path; increased job satisfaction; a coherent plan; increased business
loyalty; working together with the P S A as partners to achieve
workplace reforms and better working conditions within the
framework of this Enterprise Agreement; collective bargaining in good
faith between the S M S and the P S A ( S M S , Enterprise Agreement,
1993b)
This Agreement clearly indicates that the Self Managed Team concept in the SMS
has been developed as an integral part of the business structure of the SMS and
will remain so. Additionally, the role of SMTs in increasing productivity will
continue to be an integral part of commercial activity in the SMS. The Agreement
thus contributed to shaping the attitude, values and commitment of the members of
the SMS and to shaping the mission and vision of the organisation as a whole.
Although the team approach in the SMS may be described as a method for

structuring works, it is primarily a method for constructing reality (Brunsson an
Olsen, 1993).

Later, in May 1996, another Agreement was signed between the Director of the
SMS and the SMMT. It contained additional clauses on the responsibilities of the
SMMT members in addition to those contained in the Enterprise Agreement (SMS,
1996a, Agreement Between the Director of State Mail Service and The SMMT of

the SMS).
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In early 1994, the SMS received a Best Practice Award from the Federal
Government for its achievement in team approach. The team approach of the SMS
became its best practice project and later a significant part of its progress in
team approach was facilitated by the funds received through the Best Practice
Awards.

The rest of the history (ie 1995 to date) of the team approach in the SMS consists
of both 'ups' and 'downs'. Many other experiment in the later stages of the team
developments were carried out to make the teams more successful. One of these

was the introduction, in 1996, of 'accelerated teams' side by side with convention
teams. An acceleration programme was designed and three teams were initially
selected for the acceleration process (SMS, 1996b, Information About the
Development Plan for the Acceleration Teams at State Mail Service). Another
addition during this time was the development of a Team Performance
Management Booklet (SMS, 1996c, Team Performance Management) leading to
more formalisation of the team performance measurements.

It is not appropriate to draw any conclusion on the success or failure of the team
approach in the SMS as the team approach is still in the experimentation stage.

But it is also a fact that things are starting to take shape. As the Delivery Serv
Manager (then Team Training and Development Officer) mentioned:
Up until 1994 we did not have any structure of how the team will be
working. The structure now is beginning to take shape. We changed
the original model but kept the structure the same. We had many
more problems at the beginning than now. But now we have started to
getting the outcome up to our expectations, although it is very slow. I
think the whole team building process will take 10-15 years and we
are only in ourfifthyear. We learned from our mistakes but the worst
thing you can do is to keep on repeating the mistakes.
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The benefit of the team approach in the SMS is something observable not
measurable in acute financial terms. For example, by the end of 1993, customer
complaints had decreased by 65 per cent and absenteeism had decreased by 75
percent (SMS, 1993a, Customer Satisfaction Evaluation for SMS). Customer
surveys of their accelerated teams also indicated that customers were satisfied.
The SMS is performing better financially. Financial improvement is an indirect
impact of this new approach. The Delivery Services Manager further added that:
What we are talking about is personal growth - it's not like financial
growth. Business itself has grown or benefited from our personal
growth and learning. So, you can say that the growth is mainly at an
individual level.

The performance measurement system in the SMS is now based on three
components of performance, namely, the 'self, the 'team' and the 'organisation'.
The system allows measurement of the contribution of each of these components
which will bring about the overall commercial success of the SMS where the team
is responsible for the construction of the vision and mission of the organisation
sets up partnerships with customers. Measuring 'self means measuring the part
played by each member in the team and the individual development of members
within the team. 'Teams' decide issues and measures for 'self or individual
growth and recognition of it. 'Organisational assessment' is made through the
contributions/measures which have been established by the management and who
are also members of the SMMT and coaches of the teams. These assessments

relate to indicators such as profit to sales ratio, budgeted targets, etc. In reac
the final assessment the teams with their coaches assess whether the 'team' and
'self' results have been met and the organisational results have been achieved.
Therefore, this system of performance measurement in the SMS indicates the
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importance of the individual developments of the members of the SMS as well as
the importance of team work.

A new control system in the SMS evolved through its team approach (ie from
hierarchical bureaucratic control to concertive control Barker, 1993) in the form
of self-managing teams. The team approach in the SMS has created 'rules' which
can be defined in terms of 'routines, procedures, conventions, roles, strategies,
organisational forms, and technology around which the activities in the SMS are
conducted (March and Olsen, 1989). The concertive control in the SMS evolved
from the value consensus of the team members to a system of normative rules that
became increasingly rationalised in the latter stages of the team development.
Members of the SMS's teams now do not just sit there and become busy when the
boss is around. Now the whole team is around to observe what particular team
members are doing. The accountability here is a 'socialising form of
accountability' (Roberts, 1991; Ezzamel 1994). Such socialising forms of
accountability transform the environment of the workplace into one in which
relations with others are developed into less asymmetric modes of mutual
engagement and reciprocal recognition. There is a relative symmetry of power and
face-to-face contact among the members of the team. As Roberts (ibid.) pointed
out:
A relative symmetry of power and face-to-face contact offer the
possibility of a more complete recognition of self, the engagement of
personal understanding and the challenging of others' views and
expectations. Out of such relationships is built mutual understanding
and ties of friendship, loyalty and reciprocal obligation: a sense of both
individual difference and mutual dependence. (Roberts, 1991, p. 363)

Members in the SMS now interact with each other more freely. Members now
come out of their comfort zones. The new attitude is that they are not individuals
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but rather they are members of a team thriving for common goals. Members do
their own paper work, use computers and redesign their equipment. These factors
and activities have increased their self esteem7. Members are now goal-oriented.

They think about setting goals. They carry out self talks. People in the SMS neve
previously contributed in generating ideas, now they do8. They actually own the
teams. These are the self managed teams, not the ordinary teams. People in the
SMS can now prove their creativity and innovativeness. They can share skills and
experiences and save time in solving problems. The staff at all levels can
contribute to decision-making. Members themselves in the SMS are demonstrating
changes. As the Operations Manager mentioned:
People (in the SMS) now feel good about the things they do and they
can see the business succeeding. It is becoming a team organisation.
People are taking more responsibility for fixing problems rather than
leaving it to management.
The concept of 'team' is an institutional reality in the SMS. This reality is
maintained by the actors' beliefs and institutional practices. The 'teams' are a

socially constructed concept in this culture, and are maintained by the beliefs an
practices that have developed around the specific structures of the SMS.
Individuals' actions in the SMS are now rooted in organisational, as well as in

wider, cultural values. JC implanted such a strong cultural change in the SMS tha
it now shared and reinforced by the members of the SMS in a number of ways:

7

8

The development of self esteem in their work lives also had an impact on the personal lives of
m a n y members of the S M S . For example, M s E H , an executive mentioned that this increased
self esteem helped her' to find a n e w partner, even though at that time she was a widowed
grandmother (although young). They are having a steady relationship at the time of writing
this report.
There is a 'New Business Idea Committee' in the S M S consisting of the Marketing Manager,
the Finance Manager, the Sorting Manager and the Delivery Manager. These Committee
Members encourage people at the bottom level to contribute in generating new ideas for the
betterment of the business of the S M S . A questionnaire-type form is circulated in the
organisation from time to time where employees can state their ideas.
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• symbolically by behaviour such as bestowing rewards or punishments;
• symbolically by artifacts such as new uniforms, badges, transports and a
company logo;
• linguistically by slogans such as 'we at State Mail Service perform as one
team'; 'commercial in confidence'; 'performance appraisal and recognition
does not guide our actions, it excites action'; 'SMS means all of us';
'customers are advocates not terrorists' etc.;
• ritualistically by events such as recognising communicating, via a monthly news
letter, the team and company achievements; annual presentation by all teams to
the rest of the members of the SMS;

• atliludinally by a strong positive stance towards accountability, responsibility,
performance and customer satisfaction.
Although many changes were introduced in its (SMS) design archetype in response
to the environmental disturbance/jolts/kicks (Laughlin, 1991a), the SMT made a
major impact in changing both its design archetype and the interpretive scheme,
and thereby brought about a coherence in the values and beliefs of its members.
Words such as 'fate' or 'destiny' have dropped out of their vocabulary. The
members were ultimately able to come out of the schizoid situation and the
organisation was saved from the verge of bankruptcy. The leader who brought
about such change was JC. All of the existing members of the SMS unanimously
acknowledged the contribution of the leadership of JC and regard him as the
'champion of change'.

Therefore, by way of a periodic measurement, it can be said that the 'schizoid'

situation in the SMS remained for quite a long time ie from the introduction of ful
cost recovery in 1989 to the time the Enterprise Agreement was signed in March
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1994. The question is why the SMS did not disappear despite different attitudes
and values of the members hostile to public sector reforms in the SMS. It is the
leadership which was successful in bringing an agreement among the members of
the SMS. A similar but not the same, conclusion was drawn by Broadbent (1992)
in her study on NHS reforms in the UK.

9.6 ACCOUNTING AND THE ORGANISATIONAL TRANSFORMATION
IN THE SMS
Another related issue is: 'what was the role of accounting in the organisational
transformation of the SMS?'. Accounting in the SMS played not only a technical
role during its change process, but also 'other-than-instrumental' (Chua, 1988b)
roles - symbolic, ritualistic, mythical and legitimating roles. Laughlin and
Broadbent (1995) felt that when disturbances become ever more intrusive and ever
more difficult to absorb by the specialist work group then the real constitutive
power of accounting becomes apparent. That is what happened with the SMS.
Initially accounting (information) in the SMS played a camouflage role. Financial
statements showed steady earnings of the SMS from commercialisation. Anybody
at that time external to the SMS would have been glad to observe such a
performance. On the other hand, internally, the situation was like a volcano which
was about to erupt. Confusion, fragmentation in values and beliefs among the
members brought about a schizoid situation so that the organisation was about to

die. This indicates the potential danger of interpreting accounting numbers without
linking to them with the social and organisational aspects of the organisation
(Tinker, 1980; 1985; Meyer, 1986; Power and Laughlin, 1992; Roberts and
Scapens, 1990; Greer, 1993). It also indicates that accounting may coerce its users
into adopting a certain point of view, as it is capable of systematically hiding
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unavoidable uncertainties behind the veneer of accounting numbers (Takatera,
1992, quoted in Kokubu and Sawabe, 1996) Although accounting information is
pivotal for both productive activities and communicative interactions, accounting
may also absorb uncertainty, shape expectations and make some organisational
activities more visible than others; accounting promotes some parts of the system
at the expense of others (Llewellyn, 1994).

But J C did not let accounting go in that direction rather he skilfully used its
persuasive power (Chua, 1995) to overcome confusion and to bring in changes in
values and beliefs among the members of the SMS. Accounting systems are not
inherently purposeful, but can be used purposefully (Lawrence et al, 1994). He
properly utilised the visibility created by accounting numbers. As JC remembered:
/ did not want to talk loo much about the financial responsibilities and
effects of changes to members of the SMS at the very beginning of our
change initiatives. But it is not the fact that I did not place any
importance on financial data at that time. I always used financial
data formally and informally. I used to talk about our financial
performance with the people once a month. In such a meeting - once I
said to them that we made bumper revenues and immediately they
asked for more monetary benefits - which I knew that the SMS could
not afford during that stage of change. To make them understand
belter, I prepared a poster of a dollar bill and showed them part by
part how much of that dollar bill is direct cost, indirect cost and
profit. I showed them that for every dollar of our revenue we made
only 6 cents as profit and they were surprised to hear that. I told
them that if we want to increase that 6 cents, we have to cut our cost
as increasing the price was not possible. I told them that we can not
attack the Australia Post contract - so, you belter try for more
customers to come and increase the volume and thereby increase the
profit.

In this way JC used the accounting numbers to bring in the changes in the attitudes
and values of the members of the SMS. This indicates that, in addition to it's
(accounting's) traditional role of disclosing financial performance, it can also
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contribute to the organisational change process through shaping organisational
members' attitudes, beliefs and values. Another quote of JC's also indicates the
potential danger of misapplication of accounting numbers:
We wanted to bring changes in the SMS certainly for the financial
benefit but we also must be careful in linking thefinancialindicators
with our change vision. For example, there are supporters both within
and outside of the SMS to discard its marketing function on the logic
that it costs lot of money to the SMS. But these people are only
looking at the short term and are unable to realise the long term
implications of the marketing operation in the SMS.

In terms of pure short term cost benefit analysis, it can be proved that the
marketing function of the SMS only adds cost, and accounting numbers will get all
the credit for this. In long term the benefits may outweigh the cost considerably.
There is a potential danger if accounting numbers of an organisation are separated
from its long term vision.

Until this discussion, little has been mentioned about the evolution of 'new'
accounting in the SMS and its present status. The next couple of sections describe
the evolution of commercial accounting, namely, how such accounting entered into
the life of the organisational actors in the SMS (Nahapiet, 1988) and they explore
the present status of accounting in the SMS.

9.7 THE EVOLUTION AND FABRICATION OF COMMERCIAL
ACCOUNTING IN THE SMS
It was mentioned earlier that like the former PWD, commercial accounting (ie
accrual accounting) in the SMS came about as a requirement of commercialisation
in 1989. Prior to that it had typical governmental cash-based accounting. Its
receipts were from the revenues of its mail operations and not from the

323

Monir Zaman Mir/PhD Thesis/Chapter-9

Consolidated Fund and it used to collect revenues and record it o n a cash basis.
Obviously it was running at a deficit. Therefore commercial-type accounting in the
SMS was established from scratch. As CL, the first Finance and Administration
Manager of the SMS remembered9:
The accounting practices in the SMS prior to 1989 were centralised in
the head office (Government Supply). In April, 1989 the then
Government
decided to decentralise the Government
Supply's
accounting functions to all its branches. At the same lime the
conversion from cash account to accrual accounting in all the
branches also started. So, we, in the SMS, basically started from
scratch that is creating an accounting register to fill in the empty
filing cabinets to designing invoices to incorporate in our accounting
system. There was no system software at that time to facilitate our
works.
A consultant was hired centrally from the head office of the Department of
Administrative Services (previously Government Supply) who was given the

responsibility of facilitating commercial accounting in all the business units of th
DAS. That consultant spent about six months in the SMS from early 1990. But by
the time the consultant started in the SMS, the accounting people already had their
invoice systems up. The general ledger started functioning in March 1990 with the
help of the input from that consultant.

But implementation of commercial accounting w a s not as smooth as it looked.
Two serious problems arose at that time. The first was the establishment of a
computerised commercial-type accounting system in the SMS. Pressure to make it
a computerised accounting system came from head office. Unfortunately the

9

M s C L was the Administration Manager in the Government Courier Service (now the SMS).
Afterwards when the G C S adopted the 'user pay' and full cost recovery principles, having the
advantage of a degree in accounting, she became the first finance manager (Manager Finance
and Systems). She then became one of the pioneers of commercial accounting in the SMS.
She held the position until October 1995, following which she moved to the private sector. On
the other hand the present Finance Manager comesfromthe private sector.
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accounting people were not getting any help from that consultant in this regard.
As CL remembers:
He (the consultant) was an old fashioned accountant. He was very
good in setting up manual procedures - setting up registers etc. But
as far as setting up computerised accounting is concerned, he was
totally hopeless. He did not even know how to create a DOS file.

The accounting people acknowledged that this situation made working with that
consultant difficult. Ultimately the computerised accounting system in the SMS
was developed and established in-house. A staff member was uncovered who was

computer literate and her talents were utilised in establishing the system. It wa
JC, the general manager, who then came into the picture. JC provided all the
necessary support and resources to the accounting people. JC always believed in

'tapping into all the potential within the organisation first before going out fo
help'. As an outcome of his 'belief that computer literate staff was uncovered.

The second problem w a s the impact of the 'schizoid' situation the organisation was
having at that time leading to a communication gap between the accounting people
and the people in the rest of the organisation. As CL remembers:
There was a major communication problem between us and the rest of
the staff at the SMS. For example, the drivers at the time were told to
collect receipts for the deliveries they made. We needed the receipts
for our revenue recording purpose. Understanding this idea was quite
difficult for them (drivers). They were only used to deliver, pick up
and run - were not used to any paper works as required by the
changed working situation at that time. It was hard for us to
communicate our requirements to the people working in our peer
group.
As mentioned in the previous sections, the members of the SMS were passing
through a confused stage which related to the implementation of various changes
and the whole organisation was in a schizoid situation. Requirements from the
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accounting people added further fuel to their confusion. They started notcooperating with the accounts people. JC here again came into the picture and

gained the cooperation of the rest of the staff on behalf of the accounting peopl

During this time the accounting people had to make a decision about the
reasonable prices to be charged to the SMS's customers. Competition was

considered to be a major factor in the pricing decision as the SMS, by legislatio
had to compete with private courier services. By early 1990 the general ledger
started functioning and the methods of revenue collection to recover cost were
complete. The accounting system which was introduced is known as the
Commercial Business Applications (CBA) system and, with some adjustments and
variations from time to time, is still in operation in the SMS. The next section
provides a brief description of CBA in the SMS.

9.8 THE CBA SYSTEM AND OTHER MANAGEMENT ACCOUNTS IN
THE SMS
It starts with revenue recording in the Docket Management System (DMS). From
the DMS data are down loaded and fed into the CBA The DMS and the CBA use
different software but which are compatible. The CBA Business Package is a suite
of software modules. The modules currently in use in the SMS are: accounts
receivable, inventory, order entry, accounts payable, purchase orders, general
ledger, fixed assets, cash book, payroll, cost management and data transfer.

The CBA has been in operation in the SMS since 1989. No major adjustment
other than the fortnightly invoicing system was added to the system. Fortnightly
invoicing started in 1996 and since then the cash flow position in the SMS has
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improved significantly (SMS, 1997, Recognition of Excellence Award). Earlier it
was done on a monthly basis. The introduction of fortnightly invoicing affected
both the DMS and the CBA of the SMS.

The CBA's capacity is limited in terms of producing management reports. The
finance people in the SMS prepare internal reports in different formats (in most
cases manually) suitable for management. Another problem is the integration with
head office ie the DPWS's accounting system which uses a Prophecy-based
accounting system. So on-line access by Corporate Finance to the SMS accounts
is not possible and the consolidation at head office level is done manually.

The limitation of the CBA does not mean that accounting has failed in maintaining

its influence in the SMS. Rather, accounting in the SMS is strongly linked to oth
management and organisational functions of the SMS. For example the marketing
function of the SMS is closely linked with the finance function, and a 'pricing'
decision is a joint effort between the marketing and finance departments.

The SMS does not prepare any financial reports for external use. It reports to th
head office ie DPWS through the Commercial Business Division of the DPWS.
The following financial/management reports are prepared by the Finance Team for
internal use:
• Daily Cash Flow Revision - this shows the daily cash position of the SMS.
• Monthly Operational Report - this shows a comparative position of
revenues, components of costs and net profit of the current month of the
current year with the same months of the previous years. It shows
achievements compared to previous years.
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• Monthly Financial Key Performance Indicators - it shows a comparison of
actual and budget of the current year and a comparison of actual of the current
and previous year of the key financial indicators. Financial key performance
indicators which are in use in the SMS are: percentage prime margin to sales,
percentage cost of sales to sales, percentage net profit to sales, percentage
operating profit to sales, percentage net profit to net assets, profit per
employee, revenue per employee, number of days sales outstanding by debtors.
Human resource measures are: percentage of days lost-sick, percentage of staff
turnover.
• Monthly Variance Analysis - it shows budget variances or revenues and cost
components and also includes analysis of such variances, if any.
* Graphical Presentation of Monthly Variance Reports.
• Monthly Reporting Package - this is a report for the head office and is sent
to the Commercial Business Division. Later it is used for the consolidation
purposes of the DPWS as a whole. The contents of the Report include: profit
& loss summary, profit and loss appropriation, balance sheet, cashflow
statement, intra group balances, intra group transactions, capital expenditure
summary, performance indicators, financial issues, other performance
indicators, notes to balance sheet, detailed profit & loss account.

Two other reports are prepared which are the joint efforts of the marketing and
finance teams:
• Income by Customers - shows profits earned from each customer which helps
in rating customers as well as adopting more actions in respect of customers
who are contributing poorly.

328

Monir Zaman Mir/PhD Thesis/Chapter-9

• Monthly Report of New Account Initiation - shows additional revenues
from adding new customers and additional business from the existing
customers in each month.

The above two reports clearly indicate the linkage of accounting in the SMS with
other management functions of the SMS. All reports are presented in the
Executive Team Meetings1 . A summary of the overall organisational performance
and variances is regularly communicated to the whole organisation through the
SMS's internal monthly newsletters. Besides these formal newsletters, accounting
and non-accounting people are involved in verbal exchanges of financial
management information. It is acknowledged by the members of the SMS that
without these verbal exchanges, accounting could not have become implicated in
the SMS in its day to day activities (Ahrens, 1997).

The CBA system does not produce these reports; rather these are the output of
innovative ideas of the existing Finance Manager of the SMS who utilises her
private sector experience in this regard. The efforts of the Finance Manager to
innovate management reports got further momentum from financial problems faced
during 1995 in the SMS. Financial losses during that period encouraged detailed
analysis of the financial numbers. Economic crises have also been shown to have
explanatory power for the introduction of new accounting control and reporting
devices in the SMS (Hopwood, 1987). The finance team mentioned that they are
not facing any problems at all in applying private sector accounting practices in a

It is interesting to note that while it is common in every other organisation to call this
'management committee' in the S M S it is called 'management team'. This is an indication of
how well the 'team approach' influences the operations of the SMS.
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public sector organisation like the SMS. As the Accounts Coordinator of the SMS
stated:
Applying it is sometimes a problem since there are some regulations
which restrict applying. Other than that we operate very similarly to
the private sector. I find no difference in the way we handle normal
day to day accounting procedure. So, I disagree with the views that
private sector procedures can not be applied here in the SMS. You
can apply it as long as you are aware of where the regulations stand
so you can't go past the regulations. Other than that I reckon we can
apply them. For example, 'laying off people'. We are unable to do
that. Another example is that in many private sector organisations if
employees do not lake sick leave money is paid to them as a reward by
saying 'thankyou' for not taking leave. But we can not do that even if
we wanted to. That is why I am saying that you have to be aware of
what the regulations are.

Being an organisation in the public sector, such aspects as being unable to retre
surplus staff bring a competitive disadvantage compared to its competitors in the

private sector. It functions like the private sector, but is certainly not expecte

function beyond its social obligations. Profit maximisation is not the goal of the
SMS; earning through satisfying customers is its goal.

Accounting is implicated in the S M S ' s day to day operations and sustains its
significance with respect to the demands of commercialisation in the SMS. Even
the non-accountants are also now aware of the financial consequences of their
decisions. The Finance Manager stated:
/ think everybody in this organisation now has the financial focus and
is trying to achieve thefinancialtarget. It is a very positive sign.
This is due to the education process that has taken place since the
SMS adopted the commercial principle. I fiave been working hard to
enhance further this education process in the financial management
area.
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All the employees and managers in the S M S , including the finance people, visualise
their colleagues at work as 'internal customers' having the same demands and

expectations with regard to their internal relationships as their external custom
The introduction of the concept of 'internal customer' in the SMS was also
brought in by JC who contributed to reducing inter departmental/sectional power
struggles in the SMS. JC said in this regard:
/ also told them about their customer focus - both internal and
external. 'Internal' means one department of the SMS is the customer
of another department of the SMS. For example, Delivery Drivers
have the contact with our external customers. Again Delivery Drivers
are the customers of the Sorting Department. If there is a conflict
between these two departments, how can our goals be achieved?
Some executives in the SMS are not happy about the dominance (or power) of
accounting in their day-to-day activities and have complained about the SMS's

finance and accounting function's inability to meet their requirements. But in the
SMS it is not like the economic model of power which is a system of dornination
exerted by one group over another. Rather, the power of accounting people is

conceived as a property of relations and is referred to as an interdependency whic
is positive and creative (Foucault, 1981, p. 92). Again, the 'socialising form of
accountability' which exists in the SMS also contributed to prohibiting the

'obtrusive' power of accounting (Ezzamel, 1994). As a result neither interpersonal
relationships nor the dominance of accountants were problematical in the SMS.
The reason for this is that people are looking towards the same goal (ie everyone

moving in the same direction and working together to satisfy the customers' needs)
of pushing forward the organisation beyond all odds. 'If employees do not share a
company's goals, the company cannot survive as a first-rate competitor' (Kaplan,

1993, p. 28). Personal goal is not a priority here. Accounting peoples' inability

331

Monir Zaman Mir/PhD Thesis/Chapter-9

meet the expectations of other departments is related to the limitations of its old
C B A system and is not intentionaL A s the Marketing Manager acknowledged:
The problem we have got here is our accounting system. It is due to
the system which sometimes makes it difficult to work with finance
people. I think the system is very old and should be improved I got
to understand what difficulties the finance people are facing in
working with such an old and slow system. I can't complain.

From the above discussion it can be concluded that the evolution of commercial
and formal accounting in the S M S is a combined effect of external and internal
factors, the external factor being the imposition and introduction of the 'user pays'
principle (ie commercialisation) and the corresponding internal factor being the
profitability and the T I N A (there is no alternative) syndrome among the members
of the S M S . This indicates that any consideration of accounting change and
accounting future must be posited on a quite explicit recognition of the fact that
accounting is not an isolated technical phenomenon. Accounting in the S M S has
responded in a more positive w a y to external as well as internal pressures and
circumstances (Hopwood et al, 1990).

9.9 CONCLUDING REMARKS
In this chapter, the transformation process of another business unit (ie the State
Mail Service of N S W ) of the D P W S w a s discussed and analysed. The State Mail
Service ( S M S ) became a part of the D P W S in 1995. Prior to 1995 it (the S M S )
had its very o w n path of reforms. Even after 1995, although it is under the banner
of mission, vision and values of the D P W S , it did not give up the path of the
change that it had started prior to 1995. Evidence from thefieldshowed that the
S M S ' s transformation process, although a second order organisational change
(Laughlin, 1991a) like the former P W D , it adopted a different pathway of change
to that of the former P W D . It is the 'trusted leadership' of a single person which
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has played a crucial role in the transformation process of the SMS. The evidence

from the field supports the fact that the reforms within the former PWD and within
the SMS took distinctively different patterns and trends. These different patterns
of the former PWD and the SMS emphasise that, although organisations operate
within a wider cultural context (ie commercial culture), they develop their own
socio-cultural qualities which are shared by respective organisational members
(Bourn and Ezzamel, 1986).

In the transformation process, accounting technologies played more or less similar

instrumental and non-instrumental facilitating roles, although some dissimilar role

(specially at the initial stages of transformation) were also observed. For exampl
accounting technologies in the SMS played a camouflaging role in its initial
transformation stage but it did not happen in the case of the PWD. Again, whereas

accounting technologies further contributed to expanding the schizoid situation in

the SMS in its initial stage of transformation, nevertheless, accounting technologi
facilitated the transformation process in the former PWD from the very beginning.
The reason for such different roles of accounting in the initial stage of
transformation in the PWD and in the SMS may be because of the fact that the
SMS started its own accounting system from scratch whereas the PWD already
had a systematic governmental accounting system of its own. Even in some of its
business units, some sort of commercial accounting (accrual accounting) existed
although were not in a broader scale. Besides, the PWD had a good number of
employees who also had academic degrees in accounting and related subjects.
Other insights which are drawn from exploring the differential transformation
processes in the SMS and the PWD are:
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• Larger organisations like the former PWD placed less emphasis on 'work team
issues' than its smaller counterpart of the SMS. And correspondingly, the
smaller SMS was more dependent on the guidance of a single person's
leadership than its larger counterpart, the PWD.
• Change agents in the SMS had more difficulty in persuading the non-believers
(Laughlin, 1991b) than their counterparts in the former PWD.
• As a consequence of the above, a longer schizoid situation existed in the SMS
than in the PWD and the SMS took longer to transform to the colonisation phase
than did the PWD.
• Almost all senior management people of the former PWD interviewed expressed
satisfaction about the transformation process in the PWD, whereas their
counterparts in the SMS expressed less satisfaction. The reason is perhaps the
actors in the SMS passed through a longer schizoid situation at the initial stage
than their counterparts in the PWD. Moreover, actors in the SMS expressed
their dissatisfaction with another change, viz, their integration with the PWD
under the banner of the DPWS.
• Informal/verbal interaction between accounting and non-accounting people was
higher in the SMS than the former PWD in its initial stage of transformation.

However, the evidence from the field supports the fact that both the SMS and the
PWD have been successful in responding and adopting to the public sector reform
initiatives of the NSW government and their successes contributed to the overall
success of the DPWS11.

The term 'successful' here means putting into production a system that meets all mandatory
requirements (for example, in the case of the D P W S and the S M S , one of the mandatory
requirements of the reform process was to introduce and maintain commercialisation and thereby to
survive on its o w n earnings) at the time originally planned, and with a minimum of pain or trouble
(for example, quick overcoming of the schizoid situations in the former P W D and in the S M S ) .
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So, although both the SMS and the former PWD responded to the same public
sector reforms initiatives, the NSW government adopted different pathways to
change and its transformation showed distinctively different patterns. Their
development of commercial accounting (and the role of accounting technologies to
some extent) also showed different patterns. Thereby the investigation of the
transformation process of the SMS added further 'reflections' which had been
gained through the investigation of the former PWD's transformation. These
reflections are emphasised in the final chapter of this study.

CHAPTER TEN
CONCLUSION AND DIRECTIONS FOR FUTURE RESEARCH

10.1 INTRODUCTION
This chapter concludes this study. The objective is to put forward the reflections
gained from the study as well as some directions for future research in this area.
The context of the thesis is the public sector reforms in Australia with emphasis in
reforms on the Australian state of N e w South Wales ( N S W ) . In such a context,
throughout this thesis attempts have been made to explore and understand the
organisational, cultural and accounting changes of a governmental agency (ie the
Department of Public W o r k s and Services) in N S W and the role of accounting
technologies in the context of such reforms.

As mentioned earlier, there are numerous critics (mainly academics) of the
implications of public sector reforms, particularly in English-speaking developed
countries and in a number of Nordic countries. Almost all of them are sceptical
about the outcome of such reforms and naturally are on the 'No' side of the
debate . Concerning the overall impact of the public sector commercialisation
reforms, these critics have raised some c o m m o n issues including abandoning
community services in the n a m e of reforms; commercialisation objectives have
downgraded welfare and distributional consideration of the public sector;
reduction of the quality of services; reduced level of accountability; customers'
needs not being considered etc2.

1
2

See for example, Guthrie (1997. cover page).
See for example chapters 2 and 3 of this thesis and also see, Thynne (1996): Rhodes (1996); Zifcak (1997);
Lucio et al. (1997); Mouritsen (1994) and Pollitt (1993).
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On the other hand, all of the writings of the policy makers/practitioners are on the
'Yes' side of the debate and this group also have shown and proved the positive
impacts of the public sector reforms in their writings. But the academic critics
have rejected their claims on the ground that policy makers' evaluations are
'context free' and these evaluations of the policy makers are grounded in the
'economic rationalist' view of the reforms.

Again, although the practitioners and policy makers are optimistic about the
positive contribution of accounting techniques and technologies in promoting,
facilitating and sustaining public sector reforms, the majority of academic
accountants are fairly sceptical about this role of accounting and related

technologies in public sector reforms3. Like the critics of the overall public secto
reforms, the critics of commercial accounting practices in the public sector have
also raised some common issues, such as accounting practices of the private sector
cannot be applied in public sector organisations and accounting is a colonising
force to promote such changes. Besides these, accounting in general is criticised
vigorously by various accounting academics. Accounting systems as technical
organisationally independent phenomena are increasingly being questioned; the
neutrality of the accounting technologies in the organisation is also being
questioned. Accounting's emphasis on objectivity and bypassing of subjectivity
have also been criticised. For example, Hines argued that:
Financial accounting does not 'take into account' radiation hazards,
the pollution of air and water, chemical contamination, consumption
of non-renewable resources or threats to world peace. In the financial
accounting's measurement of 'efficiency', 'productivity' and
'profitability' these external costs are not recognised. (Hines, 1989, p.
65)

3

See for example chapters 2 and 3 and also see Lucio et al. (1997); Pendlebury (1989) and Mouritsen (1994).
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There are also other critics of accounting who repeatedly remind us about the noninstrumental and non-technical role of accounting (see for example, Miller, 1994;
Chua, 1988b; Morgan, 1988 and Mouritsen, 1996) and promote the view that
accounting needs to be understood by reference to the context in which it is
placed. It was mentioned earlier that this study is based on the context of public
sector reforms in Australia and the reforms' socio-cultural implications.
Accounting's roles in the DPWS are placed and studied in such context.

In such a debatable context (the socio-political implications of the public sector
reforms and the instrumental and non-instrumental role of accounting in such
reform context), throughout this thesis, attempts have been made to explore and
understand the organisational, cultural and accounting changes of the New South
Wales Department of Public Works and Services (DPWS). Therefore, although
the investigation was focused on the contribution of accounting based discourses
and practices in the change process of the DPWS, the study also attempted to
explore the position of the DPWS in the light of success or failure to face
organisational and cultural changes brought in through the NSW public sector

reform initiatives. In this chapter the reflections gained through such exploration
and understanding will be presented and thereby the thesis will be concluded.

10.2 MAJOR FINDINGS

The research problematic of this study is discussed briefly in the previous section
More details of the research problematic are discussed in chapters two and three.
These research questions are explored and understood by adopting Laughlin's
(1991a) organisational change models and Geertz's interpretive culture. Details
concerning theoretical frameworks and analysis are provided in chapters five,
seven, eight and nine. The following sub-sections describe the reflections on the
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change process in the DPWS (and also its business unit - the SMS) with respect to
and in conjunction with the adopted theoretical framework. They also outline the
major findings with respect to the research problematic of this study.

10.2.1 A

SUMMARY OF THEORETICAL REFLECTIONS ON THE CHANGE PROCESS

IN THE DPWS AND THE SMS

It has been indicated in chapter seven that the organisational and cultural chang
the former PWD was a second order colonisation change and the empirical evidence

provided in this chapter supports the view that it is a type of 'positive' colonis
The creation of the DPWS (thorough the amalgamation of the former PWD with

some other governmental agencies in NSW) in 1995 may be regarded as a first order
'orientation' change. The first major environmental disturbances in the PWD

occurred in the year 1987-88 when the PWD was asked to plan for the cost recovery
of its activities and to implement commercial management principles. As the

environmental disturbances could not be rebutted, the PWD internalised the change

which not only affected its design archetype but also its sub-systems. But there w

no change in its interpretive scheme. This pathway of change is termed by Laughlin

as 'reorientation' or 'first order change'. The second major disturbances occurred
1992-93 when the PWD became officially off-budget department. This time, in

addition to changes in its design archetype and sub-systems there was a change in
interpretive scheme. This pathway of change is termed by Laughlin as
'colonisation' change or 'second order change'. There was another major
disturbance in the year 1995 when the DPWS was created. This time the
disturbance was internalises by this department by changing its design archetype

its sub-systems but its interpretive (once changed to face the second environment
disturbance) scheme remained unchanged. So, at that time the change was again of
a 'reorientation' type.
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On the other hand, the evidence from the field supports the fact that the reforms
within the former PWD and within the SMS took distinctively different patterns
and trends. The SMS's transformation process was a second order organisational
change or colonisation change (Laughlin, 1991a) from the very beginning. It is
the 'trusted leadership' of a single person which has played a crucial role in the
transformation process of the SMS. The PWD (which was a significantly larger
organisation than the SMS during their initial stages of transformation process)
placed less emphasis on 'work team issues' than its smaller counterpart of the
SMS. Correspondingly, the smaller SMS was more dependent on the guidance of
a single person's leadership than its larger counterpart, the PWD. Again the
change agents in the SMS had more difficulty in persuading the non-believers
(Laughlin, 1991b) than their counterparts in the former PWD. These different
patterns of the former PWD and the SMS emphasise that, although organisations

operate within a wider cultural context (ie commercial culture), they develop their
own socio-cultural qualities which are shared by respective organisational
members (Bourn and Ezzamel, 1986).

In the transformation process, accounting technologies played more or less similar
instrumental and non-instrumental facilitating roles both in the DPWS and in the
SMS, although some dissimilar roles (specially at the initial stages of
transformation) were also observed. For example, accounting technologies in the
SMS played a camouflaging role in its initial transformation stage but it did not
happen in the case of the PWD. Again, at the initial stage of their transformation
commercialisation, whereas accounting technologies further contributed to
expanding the schizoid situation in the SMS, accounting technologies helped in
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overcoming the schizoid situation in the DPWS. Accounting technologies

facilitated the transformation process in the former PWD from the very beginning.

The reasons behind adopting a cultural framework to associate the organisational
change framework has been described in chapter five. One of the important

reasons was that 'culture' and 'cultural change' are crucial elements in Laughlin'
organisational change model. The reason for adoption of Geertz's interpretive
cultural framework is that the study is conducted on ethnographic traditions and
there is a perfect method-methodological fit between culture and ethnography.

Cultural influence in this reform context first appeared through the PWD's design
archetype via culture as a variable to change. This was the replacement of the
traditional budget-dependent culture of the PWD with one of efficient culture.
Gradually the DPWS itself became a culture with shared meanings, values and
mission towards public sector reforms. The organisational members practised
shared meanings and values within such a cultural system and expanded their

paradigms further and reproduced a culture with a complete change in their cultur
frames. These are the cultural frames in which attitudes of the members of the
DPWS and the SMS are formed and the lives of the members are conducted (Geertz,
1983, p. 14). Accounting practices in the DPWS (and in the former PWD) are also
affected by its changed culture. Accounting practices in the DPWS are not only

affected by the cultural change, but they also contributed to reshaping the cultur
the DPWS and its business unit, the SMS. The new commercial accounting

practices as a part of the DPWS's and the SMS's design archetype symbolises their
business culture and successfully uphold the values of the interpretive schemes.
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Finally, an attempt also has been made in this thesis (see chapter seven) to extend
Laughlin's organisational change model by incorporating the element of cultural
fragmentation observed during the field investigation.

The positive side of adopting Laughlin's organisational change models is that these

are 'skeletal' theoretical models and these are vehicles for articulating rather tha

deforming the nature of reality. The strength of this approach is that the empirical
detail is used to complement and complete the 'skeletal' models. That is what is
tried in this thesis. The difficult part of adopting these models is that they need
full exposure to a considerable amount of data. Although it is difficult to put any
continuum on the term 'considerable amount of data', it is understood that any sort

of organisational limitations in collecting data during fieldwork may lead to the la
of detail. It was mentioned that (see chapter four) due to the political sensitivity
the research issues, I was not given full access to many important policy documents
during the fieldwork. More especially this problem of data collection was faced
more in the DPWS's head office than in the SMS. As a result, more detail of the
SMS is provided in the analysis ±an the DPWS. However, all attempts have been
made to collect sufficient data within such limitations. Therefore, a researcher

should be cautious in adopting Laughlin's 'skeletal' models of organisational change

as an analytical framework if there are reasons to believe that data are sensitive t

public availability. In particular, a researcher should be more cautious in adopting
this organisational change framework if it is governmental department where
conditions of government employment mean that the actors refrain from putting
forward their own views on many critical issues. Many documents are not published
and are not normally available to researchers.
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SUMMARY OF THE ROLE OF ACCOUNTING TECHNOLOGIES IN THE

CHANGE PROCESS IN THE

DPWS4

Commercial accounting in the DPWS (in the former PWD and in the SMS) was
introduced in the context of public sector reforms in NSW and in response to the
demands of commercialisation (the environmental disturbances, Laughlin 1991a).
Empirical evidence presented in chapters eight and nine support the fact that
accounting technologies have played both instrumental and non-instrumental roles
in implementing and sustaining such reforms in the DPWS.
It was mentioned earlier that this study does not deal with reforms in any

particular sector (eg education, health, housing etc.). Rather, it is a microphysi
type of study of various aspects of the organisational and cultural changes in a
particular governmental department (the DPWS) which were prompted by the

public sector reforms. It is important to point out that the academic accountants
works which are mentioned in chapter three and in the previous section of this

chapter dealt with a particular 'sector' rather than a particular agency's experi
Again, each of their 'cases' in these studies is unique and as a result, these
research findings cannot be generalised.
Contrary to the findings of the majority of academic accountants of the doubtful
role of accounting and related technologies, it was found that accounting
technologies are well placed in the DPWS to facilitate the organisational and
cultural changes that are required to respond to the public sector reforms
initiatives in NSW.

4

It has already been mentioned that for the purposes of this study, five divisions of the term
'Australian public sector accounting' provided by Guthrie, J. (1994a, p.2) are also adopted for the
D P W S . These are: budgeting and estimates,financialmanagement, expenditure and performance
measurement, accountability and reporting, review and auditing. The financial management
component includesfinancialaccounting, cost accounting and management accounting etc.
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The role played by the new commercial accounting technologies in the DPWS can
be visualised from the point of view of both technical and metaphorical roles.
With respect to the technical role of accounting in the change process in the
DPWS, evidence presented in chapters eight and nine supports the fact that,
• the new commercial accounting in the DPWS is capable of measuring the
objectives of the organisation and appraising the conduct of its internal affairs;
• the new accounting technologies in the DPWS are capable of identifying the
responsibilities and key result areas of individuals and teams within the
organisation;
• the accounting technologies in the DPWS facilitates the proper monitoring,
analysis, comparison and interpretation of information which can be used
constructively in the control, evaluation and corrective functions of
management; and
• there were many innovations in identifying and presenting financial
information5.
Accounting in the DPWS certainly has contributed to its second order change of
colonisation (Laughlin, 1991a). This is acknowledged by all the actors of the
DPWS during the fieldwork. Accounting in the DPWS has also contributed to
overcoming the side effects (eg the schizoid situation, disorders etc.) of intraorganisational cultural fragmentation arising from the creation of the DPWS in
1995. Evidence from the field as presented in chapters eight and nine supports
the fact that accounting has become one of the important common languages and
communication tools between the various divisions and business units in the

5

Barrett (1994) pointed out that in the Australian public, sector innovation takes place in two main
ways: (I) through improvements in technology; and (2) through better organisation of resources,
including human resources, with existing technology. In the D P W S innovation took place in both
ways.
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DPWS (Francis, 1990). Accounting in the DPWS has made it possible to monitor
changes occurring outside one's group unit or division and has thereby helped
initiating timely responses (Morgan, 1986). Accounting in the DPWS through
'action at a distance' (Roberts and Scapens, 1985; Hopwood, 1990; Roberts,
1990, 1991; Robson, 1992) contributes to the integration of its sub-units and

produces the internal unity of the organisation (Otley and Berry, 1980; Kaplan

1984; Francis, 1990). Accounting's capacity to translate the processes of activit

into the end result of a single figure contributed to the comparison of divers
distinct and complex activities of the DPWS (Meyer, 1986).

Evidence from the field also supports the fact that the new commercial accountin

technologies facilitated the action of the members by creating shared perceptual

frameworks and rhetoric. It thereby facilitated the enhancing the new business
culture in the DPWS. Accounting in the DPWS can be regarded as the text which
the members of DPWS constructed to explain the perceptual framework and the
rhetoric of business culture. In this sense, accounting in the DPWS has a

symbolic role in that it symbolises and represents key values or beliefs of th
DPWS members (Berry et al., 1985; Wilson and Chua, 1993). Accounting in the
DPWS has also facilitated the formulation of myths and shared realities by
providing various actors with a common language and framework for such
negotiations. The 'new' accounting technologies are seen to be intertwined with
the DPWS's process of organisational and cultural change.

Accounting in the DPWS is also used as a legitimising tool for the policy make
of public sector reform. Accounting numbers are used to show performance
(economy, efficiency and effectiveness) of the DPWS and are thereby used to
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demonstrate the rationality and legitimacy of the decisions of the policy maker
commercialise the operations of the DPWS (Olson and Rombach, 1996; Brunsson
and Olsen, 1993; Puxty, 1993; Richardson, 1987; Nahapiet, 1988; Berry et al.,
1985; Hayes, 1983). Accounting numbers also contributed to 'experimentation' in
implementing new changes in the DPWS, such as the 'best practice programme'
and the 'marketing and management by projects'. Accounting in the DPWS has
responded in a more positive way to external as well as internal pressures and
circumstances (Hopwood et al. 1990).

The above mentioned examples give the views of the role of 'accounting'
technologies in the DPWS. The other integral part of such functions is the
'accountants' in the DPWS. For example, decentralisation in the DPWS has
provided a greater interaction between accountants (ie the Corporate Finance
Branch) and other managers, because accounting information in the DPWS is
perceived as more useful to managerial needs. Without these interactions or
verbal exchanges (Preston, 1986; Ahrens, 1997) between accounting and nonaccounting people, commercial accounting could not have become implicated in
the day to day activities of the DPWS. It was observed in an Executive
Committee meeting that such interactions between accounting and non-accounting

people contributed to reconciling divergent functional interests countering the

centrifugal forces of decentralisation in the DPWS. This also signifies the role
accounting in the DPWS in maintaining its policy of decentralisation.
Accountants in the DPWS satisfy demands for reports on the 'inputs to' and
'outputs from' (Hopwood et al., 1990). It was observed in an Executive
Committee meeting of the DPWS that accountants in the DPWS are heavily
involved in the business issues facing the DPWS. Accounting expertise was seen
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to assume a wider managerial significance. Accounting has already gained its
current organisational significance. Accountants in the DPWS have become more

aware of the other areas of business (eg the engineers, economists and lawyers)
and non-accounting managers have become more familiar with the financial
terms. As a result, a more effective outcome of accounting is visible in the

DPWS.

Accounting has supported the business culture in the DPWS by way of creating
visibilities in the 'bottom line' and other resource allocation decisions.
Commercial accounting in the DPWS has brought economic logic into its new
type of management (Preston et al., 1992). Accounting in the DPWS has not only

supported the business culture, but has also reshaped the culture of the DPWS a
the general orientation of the people in the DPWS. Accounting in the DPWS is
involved with communicating these values to the members.

One of the major criticisms of the new accounting practices in the public secto
that it has contributed towards colonising the lifeworld of the actors in many
public sector organisations. The change in the former PWD and in the SMS has
already been described as a second order colonisation change (Laughlin, 1991a).

In that sense, accounting's colonisation role in the DPWS may be accepted. But i
was also argued in previous analytical chapters (ie chapters, six, seven, eight
nine) that the 'colonisation' which occurred in the former PWD and in the SMS

can be seen as a 'positive colonisation' (ie 'where the colonising challenges t
interpretive schemes were welcomed, or in some sense deemed to be for the good
of the organisation', Laughlin, 1991a, p. 220). Empirical evidence presented in
these chapters supports the view that instead of colonising, accounting played
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facilitating role in the DPWS. The 'new' accounting in the DPWS has certainly
found an effective foothold in the new commercialised culture of the DPWS and
has also become the dominant language in the new culture. Latour (1987) argued
that the fate of technology does not lie in the hands of designers or initial
supporters but with those who come after, that is, actors who are often possessed

of different interests and subject to different pressures. The same is the case wi
the existing actors of the DPWS who have upheld the facilitating role of
accounting in the reform process of the DPWS to date.

The new accounting in the DPWS has played a symbolic role in the change culture
of the DPWS. It has both communicative and constructive roles in the business and
commercial culture of the DPWS. It makes the intangible elements in the
interpretive schemes, (such as the DPWS's mission, vision, values etc.) visible
thorough its tangible manifestations of such elements in the interpretive schemes
Laughlin, 1991a). Thereby the new accounting in the DPWS also has a 'cultural
visibility'-creation role. The new accounting in the DPWS has already found an
effective foothold in the new culture of the organisation and has penetrated into
meanings given to organisational lives in the DPWS. Accounting is a language in
the DPWS which is helping to maintain the culture developed by its actors.

So far, in the previous sections the general findings from this study have been br
characterised. The following two sections underline the lessons and policy

implications which are gained from these findings. First, the reflections gained f

the change experience of the SMS are discussed and then the reflections gained fro
the transformation experiences of the DPWS are discussed.
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W I T H RESPECT T O THE PUBLIC

S E C T O R R E F O R M INITIATIVES IN N S W

As mentioned in the previous section, the various critics of the public sector
reform initiatives have raised some common issues. For example, abandoning
community services in the name of reforms; commercial objectives leading to
downgraded welfare and distributional considerations; reduction in the quality of
services; reduced level of accountability; customers' needs being not considered
etc. - the were all mentioned repeatedly. Evidence presented in this thesis reveals
a different scenario of the DPWS's reform initiatives.

The empirical evidence presented in chapters six to nine supports the
D P W S (ie the former P W D ) is a completely changed organisation from what it
was ten years ago. Similarly, its present business unit the State Mail Service
(SMS), is also a completely different organisation from what it was ten years ago.
Changes have taken place not only in its 'design archetype' but also in its
'interpretive schemes' and in its 'sub-systems' (Laughlin, 1991a). As described in
these chapters, its customers are now better served than before, and that quality,
customer responsiveness, long-term vision etc. are further enhanced by its 'best
practice program'. It has struck a successful balance between its social and
commercial obligations. It was repeatedly emphasised by the various actors in the
D P W S that profit maximisation is not the goal of the D P W S . The organisation
which once depended on tax payers' money, now contributes towards tax payers'
money by way of its dividend equivalent contribution to the Treasury. There is
sufficient access to the general public by way of either obtaining information on
its activities or by an official body acting on behalf of the public to monitor the
DPWS's accountability.
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T h e reforms in the D P W S and in its business units are a cultural change success
story. Sufficient weight was given to cultural change (thereby in its interpretive
scheme) simultaneously with its operational change aspects from the very
beginning. Peters and Waterman (1982) mentioned a number of prescriptions for
cultural success in public services namely, a bias for action; closeness to
customers and commitment to listening to their wants; encouragement of
autonomy and entrepreneurship within the organisation; emphasis on a few core
organisational values (eg quality of services); simple organisational structures

with lean top-level staffs, decentralisation, etc. The empirical evidence presented

in this thesis supports the fact that all these prescriptions are present in the DP
Moreover, a further thrust in bringing in such cultural changes is now present in
its 'best practice program'. The reforms in the DPWS have redefined and
rearranged the cultural orientation of the actors in the DPWS.

The active reform process in the DPWS (and in the former PWD and in the SMS)
started in the early nineties. The time period is not long enough to pass a final
judgement on its success in achieving economy, efficiency and effectiveness. But
certainly it can be said that it has significantly achieved economy, efficiency and

effectiveness and the pattern indicates that it will continue to do so in the future
There are critics who have also raised the issue of the social cost of such reforms
relating to redundancy programs which are in existence in almost every reformed
public sector organisation. People are losing jobs. At the macro level it is argued
that in the Australian public sector the managerial prescriptions are applied more
moderately and certainly without the 'downsizing' of the public service as
compared to some other nations which also applied managerial prescriptions in
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their public sector (Gregory, 1997). For example, the drive to 'downsize' the
public service by a massive extent occurred in New Zealand where it has been

estimated that the number of in-house public servants has been reduced by at least
55% since 1984 (Gregory, ibid.). There is a redundancy programme in existence
in the DPWS, but it did not downsize the service on a massive scale. Therefore, it

does not alert the issue of the social cost. Further investigation on this issue o
Australian public sector may reveal interesting facts.

The majority of the actors interviewed and met during the field investigation were

satisfied with the reforms both from an organisational and a personal perspective.
Actors in the SMS especially emphasised the fact that the reforms had
significantly brought about their personal development. Brunsson and Olsen
(1993) argued that it is open to question who is most competent to judge whether
or not a reform has been successful and a common approach is for external
evaluators to use measuring instruments they consider to be general or objective.
If the previously mentioned critics are considered to be a means of measuring
success, the experience of the DPWS says that it has successfully adopted the
public sector reform agenda promoted by the Government of NSW in Australia.

10 J POLICY IMPLICATIONS
In the previous two sections the major findings of the study with respect to the
research problematic are briefly discussed. Thereby hints are given on the status

of the DPWS with respect to its responses towards public sector reform initiatives
of the Australian state of NSW. Details are provided in the previous analytical

chapters of this thesis. These findings may also have some policy implications (or
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may be best termed as 'lesson implications) . As has been presented in the thesis
before, these lesson implications are discussed separately for the State Mail
Service and for the DPWS as a whole in the first two sub-sections. The other two
sub-sections of this section provide some policy implications or lessons from the
existing transformation related problems of the DPWS.

10.3.1

POLICY IMPLICATIONS OF THE REFORM EXPERIENCE OF THE STATE

MAIL SERVICE

The SMS's experience shows that changes in operational style (
versus budget dependent) and structure can set the climate for change in a public
sector organisation, but the changes do not themselves bring about attitudinal
change of the actors. For example in implementing the reform initiatives and
changes, the organisational actors in the SMS not only needed to be detached from

their traditional public service role and methods, but also needed to be sensitised
to the challenge emerging from commercialisation.
With respect to the role of accounting technologies in the reform process, the

experience of the SMS indicates that it is not necessarily accounting presentations
that are powerful and also that power usually lies with those who request and
control those presentations. It has been shown in chapter nine that in the SMS
the close cooperation between accounting and non-accounting people avoided the
distortion and misuse of accounting information. The experience of the SMS also
indicates that the socialising form of accountability through team effort may
contribute in resisting the 'obtrusive' power of accounting. Which also indicates

6

It is important to point out here that because of this thesis' empirical foundation of a particular governmental
agency having some characteristics unique to its organisational standing, these lessons may not be directly
applicable to some of the governmental agencies. However, the concepts and theories which have been
developed in this thesis definitely will be useful for understanding the reform process of these agencies.
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that an accounting system is not inherently purposeful but can be used
purposefully.
With respect to the role of cultural change, the SMS's cultural change case
suggests that cultural change is most successful when senior management is able
to describe and live the new culture. The involvement of the SMS's senior
management in the self-managed management team (SMMT) indicates the
capabilities of such people. The SMS's cultural transformation experience

indicates that order may be achieved in organisations not so much by formal rules
but by an elaborate system of shared meanings, namely, an organisational culture.

It also indicates that long-term change can best be achieved by the development o
organisational policies which seek to establish change from within rather than
imposing change from above.
With respect to the role of leadership in the change process, the SMS's reform

case indicates that it is not only the support from political leaders, but also s
within the organisational leadership which is a key factor in the successful

implementation of reform initiatives. JC's leadership during its initial stage of
transformation shows that determined, clear-sighted leadership can achieve
fundamental changes and can give a new sense of purpose and achievement
(Pollitt, 1993). New technologies of leadership can redress the damaging impact

of a highly individualised workforce on the effectiveness of the collective actor
(Roberts, 1991) as proved by JC through building a team approach in the SMS.
The SMS's leadership experience also indicates that reform should not be aimed

directly at people's behaviour, as this would involve a form of interactive contr
But, behaviour can be influenced indirectly, by the introduction of new
management techniques or new organisational conditions for the actors. So the
policy makers should consider that governments can put forward an agenda of
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change or any political agenda, but it is the leadership which is needed for
inspiration.

10.3.2 POLICY

IMPLICATIONS OF THE OVERALL TRANSFORMATION

EXPERIENCE OF THE

DPWS

The organisational transformation of the DPWS (and the former PWD) can be
regarded as a second order colonisation change which proceeded within a well
articulated framework. Every change was introduced systematically and was
supported properly by either Government Legislation or Notification. The change

process in its interpretive scheme, design archetype and sub-system is close to a

'linear' change. There was a 'schizoid' situation at the initial stage of the chan

but it did not persist long. The reason for this success in the change process is
'eduction concerning change' . There is a proverb which states that 'one has to
learn to walk before one can climb mountains' (quoted in Chua, 1995). Staff in
the DPWS were given adequate training in the change process and eduction on the
implication of various changes implemented in the DPWS. During the critical

time of its transition phase, especially at the initial stage, all staff were prov
with regular Communications Bulletins which advised of the implementation
progress, and the designated change agents answered staff questions on a regular
basis. Whenever any changes are proposed and implemented, a Staff Hotline is
established to enable staff to express their concerns and to ask questions about
changes. The 'eduction' process was (and still is) particularly important in
introducing the commercial accounting and new management systems. During the
four-year period (1988-1992) in which the package of financial reform was

A term synonymous of the education process with respect to public sector reform m a y be
'competencies of public sector managers' which means continuous self-improvement and updating
to a hierarchy of 'professional' qualifications (Pollitt, 1993, p. 173).
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introduced, a comprehensive program of training was conducted for both the users
and preparers of accounts.
So the transformation experience of the DPWS suggests that education about the
change process is a vital factor for a successful transformation. Other public
sector organisations may consider the DPWS's experience in implementing their
own change processes. The importance of education in the change process is also
emphasised and documented in many other studies (eg Laughlin, 1991b; Tanzer,
1993; Dixon and Kouzmin, 1994; Lucio et al., 1997).
Another important factor in the successful implementation of the reforms within
the DPWS has been the adoption of a consistent approach across the whole
organisation The changes were not treated solely as an issue of accounting or
financial management. It was also considered that the DPWS's (and the former
PWD) activities are also predominantly oriented towards engineering and
architecture. People throughout the organisation were given an education to

improve their self-awareness towards conscious responsibility for social change.
The DPWS's case of reforms indicates that it is not only support from political
leaders, but also support within the bureaucracy which is a key factor in the
successful implementation of reform initiatives.
Another reason for the DPWS's successful transformation to commercialisation is

the initial development of a defining set of clear, mutually compatible objectiv
These objectives were translated into limited sets of operational targets and,

finally, management skills and information in the DPWS (and in the former Public
Works) were harnessed to the selection, implementation and monitoring of the
cost-effective means of achieving those targets.
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Another reason for the successful commercialisation of the DPWS was its
moderate degree of 'publicness'. Antonsen and J0rgensen (1997) defined

'publicness' as organisational attachment to public sector values, for example, du
process, accountability, production of collective goods and welfare provision.
They further argued that organisations ranked high on publicness are reluctant to
adopt organisational changes stemming from the 'new public management', and
that on organisation with a low degree of publicness is the opposite. Similarly
with the DPWS. It has a moderate degree of publicness, that is, its 'welfare'

content of publicness is not as high as in the case of public housing or hospitals
and health care or like education. Again, with respect to the adoption of accrual
accounting in the public sector, Guthrie (1997) for example, stated that the
objectives and processes of government (ie governmental agencies) should be
close to those of the private sector and that commercial accounting processes are
applicable. Policy makers should look the degree of 'publicness' of various
governmental agencies to implement reforms.
Another reason for the DPWS's success is its emphasis on changing its
interpretive schemes (Laughlin, 1991a) that is, emphasis on changing its members
beliefs, attitudes, rituals and symbols simultaneously with the focus on various
measures of public sector reform - efficiency measures and bottom lines. This

initial emphasis on cultural change together with other reform initiatives has giv
a more secure foundation to its reform processes.
All these examples of the success of the commercialisation of the DPWS (and the
former PWD) suggest that agency-specific reforms bring more success than
implementing wholesale reform in any public sector organisation.
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GLIMPSE INTO THE EXISTING PROBLEMS OF

THE DPWS
The empirical evidence presented here supports the fact that the DPWS has

successfully adopted the public sector reforms and has been transformed into a
new kind of organisation. Efficiency and effectiveness have improved

significantly. But it cannot be said absolutely that there are no problems at al
this moment. Almost all the actors interviewed (as well as observed during the
field study) stated that that a major problem that the DPWS now faces is the

integration of the vision, mission and goals of the individual business units wi
common goal for the whole organisation.
It was discussed in chapter seven that until 1995 the situation was good, but
new problem was raised when the DPWS was created through the integration of
the former Public Works, the Property Services Group and the Units of
Commercial Services Group. Although it did not affect the changes which had
already been implemented (ie its interpretive scheme), it created an intraorganisational cultural fragmentation. Since the individual goals, management

systems etc. of these organisations are different, it has become difficult, in s
cases, to introduce uniform policy for the whole organisation. The DPWS should

place emphasis in solving its cultural problem along with its structural problem

One major implication of this intra-organisational cultural fragmentation is the
reduced level of intra-organisational communication. For example, in a staff
survey conducted in 1996, there was a statement 'my area has clear
communication with other areas of the Department, both in and outside my

division, wherever needed'. Only 32 percent of the respondents agreed with the
statement while 34 percent disagreed (DPWS, Horizon, 1997). This is a clear
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indication of the reduced level of communication due to cultural fragmentation.
The 'culture' issue in its structure has priority in many executive discussions.
Although this cultural fragmentation is not going to affect significantly the
achievements of the DPWS (and the former PWD) since commercialisation, the

morale of some of its business units has already been affected. There is a genera
view among the DPWS's members that the NSW Government should consider
this factor of cultural fragmentation in imposing further changes on the DPWS or
other Governmental Departments which are in a similar situation to the DPWS.

The policy makers should consider that making policy relating to the public secto

reform is not the final thing and they should also consider that there are also t
involvements of the actors who will implement their policies.
Reforms may sometimes solve problems, but they may also trigger them
(Brunsson and Olsen, 1993). The restructuring in the DPWS in 1995 symbolises a
solution (ie avoiding duplication of governmental services). But instead of
producing a solution, it problematised the solution. In this case the external

pressure is internalised without analysing and discussing the potential problems.
It was mentioned earlier that although the DPWS itself has an overall goal,

mission and values, each of the business units and responsibility centres have th
own goals and separate ways of achieving such goals. The unifying concepts of
financial returns and profit among the business units have now become

problematic. As a result, separate business unit/responsibility centres' decisions
resulted in significant departures from global optimality. A sort of 'we' versus
'they' attitude among the members of the sub-units has developed and

coordination between sub-units has become difficult. Actors in different business
units are caught up with cross divisional activities for which many of them have
no interests. For example, many actors of the SMS raised this issue by pointing

358

Monir Zaman Mir/PhD Thesis/Chapter-10

out that they are now spending considerable amount of time to fulfil the variou

information or statistics needs from the head office for which they have no int

at all. They could have spent this time in improvement of their own organisatio
had there been no attachment with the DPWS.

Thus, the creation of the DPWS may be regarded as a 'structural error' which wa
imposed, rather than planned a change. This lesson also indicates that
Government policies and priorities should not change with disconcerting
frequency. Just when the DPWS management thought that they had adapted to
various reforms (of the former PWD), there was another change in 1995 and the
goals, mission, planning etc. needed to be readjusted again.
As the new structure is imposed by the Government and the DPWS cannot rebut
the change, it should take alternative strategic measures to overcome the
integration problem and its side effects.

10.3.4

POLICY IMPLICATIONS

-

PROBLEMS IN THE ACCOUNTING AND

FINANCIAL MANAGEMENT SYSTEMS OF THE

DPWS

Another important by-product of the organisational integration problem is the
integration problem of its accounting system. After the creation of the DPWS
there were three different accounting systems in existence in the DPWS.

Although these differences do not hamper the quality of accounting information,
manual consolidation has become a time-consuming job. As a result, there are
instances where many internal accounting reports lose their timeliness. The
DPWS should think about implementing an integrated and formal management

information system where accounting information should be an integral part. The
MIS should be designed in such a way that it should be able to master the
DPWS's inherent complexity.
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In addition, although not causing a major problem at this moment, there are a
other financial management-related problems which the DPWS should overcome
to get optimum utilisation of its accounting system, for example:
• Budgetary control statements lack timeliness.
• Budgetary control statements do not distinguish controllable and
uncontrollable items.
• Budgetary control statements ignore non-financial output measures.
• Although the situation is improving, financial management in the DPWS is
still predominantly backward-looking and inward-looking, whereas to face the
present turbulent environment it should be both forward and outward-looking.
Combining with its SWOT system, it may develop its strategic financial
management system.
• The absence of the allocation of organisation-wise joint costs or common
costs. For example, head office administrative costs, the administrative costs
of the Corporate Finance Branch etc. Due to this absence of allocation,
performances of individual business and responsibility units do not show real
performance.

10.4 CONCLUDING REFLECTIONS
Relative to its 'inner budget sector' days, the DPWS has achieved a marked
improvement in commercial performance. According to NSW Government

statistics (From Strength to Strength, 1995) from 1988 to 1994, the real operat
costs of Public Works (the PWD) were down by 40%, efficiency was up by 47%
in real terms and 99% of the major projects were completed on budget and on
time. These improvements reflect the changed attitudes, behaviour and thereby
culture of the organisation brought about by a new set of vision, mission and
values for the organisation as a whole. Contrary to the findings of Gregory's
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(1997) survey (which showed a mark decline from 1987 to 1995 in the
programmatic commitment of public servants in Canberra and in Wellington), the
commitment of the public servants in the DPWS increased during that period.

Certainly it is now a different government agency to what it (ie the former Pub
Works) was prior to 1988.
Culture change in the DPWS has also contributed to achieving these results.
Change in management style was an also important issue. There are now
managers and professionals who have given up the old ways of bureaucratic
thinking and are now committed to harnessing the creativity and energy of the
human resources within the DPWS and are using that energy towards continued
improvement in service delivery and customer satisfaction. The 'best practice
programme' is an example of such commitment.
The important point to note is that, although it is involved in commercial

operations, it has not given up the social obligations expected of a Government

Department. Profit maximisation is not the goal but rather satisfying customers
There is confusion among the members about the 'politicization' and 'companyization' (Brunsson, 1994) status of the DPWS. The Director-General of the

DPWS also acknowledged the relative importance of this issue and clarified that
O n e of the issues often raised with m e in management meetings, or at
some of the m a n y workshops over the last few months, is the tension
between being client focused and operating commercially. Are w e
here to provide services to clients or m a k e money to pay dividends to
Government? It is a reasonable question and there is some tension
between achieving these two objectives. The answer is w e have to do
well at both. It is not a question of achieving one objective at the
expense of the other, but rather a question of striking therightbalance.
(Persson, 1997)
However this tension between roles does not hamper the real commercial
performance of the DPWS in any way and it is a success story of the NSW
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Government's public sector reform initiatives. The DPWS now regards itself not
only as being a commercial organisation, but also as being in the business of

delivering quality services to customers in a largely competitive market where th
majority of the department's customers have freedom of choice in their service

provider. The DPWS has aligned its goals with an ethic of best practice in servic
delivery and a motto that the needs of the customer should be paramount. The

shift has definitely delivered significant tangible and intangible results to the
government, to the tax payers and to its customers. Nevertheless the DPWS

remains in the unique position of having the legal status of a department of Stat
and yet operating competitively and commercially. Considering all the
experiences of the former PWD, the State Mail Service and the DPWS overall, it
can be said that there are positive examples of public sector reforms where
accounting technologies can play a very significant role.
Finally, I would like to add that my reflections on the public sector reform
experience of the Department of Public Works and Services (DPWS) lead me to

the 'Yes' side of the debate (at least when the debate relates to the agency spec
experience). It does not mean that my reflections are on the policy makers' side.
The literature and evaluations of reforms belonging to this latter group are
'context free' and are considered to be grounded in the 'economic rationalist'
view of the reforms. My reflections considered the social, cultural and
colonisation context of the reforms in the DPWS as well as the qualitative
outcome of such reforms.

10.5 DIRECTIONS FOR FUTURE RESEARCH

The current study has attempted to address an important research focus that is th
role accounting technologies in the organisational, political and social context
the public sector reform initiatives in the Australian state of New South Wales.
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There are not enough studies that have addressed and focused on the agency

specific experiences of the public sector reform initiatives in such a context. Mo
research is needed to strengthen our knowledge and understanding of the social,

organisational and political role of the accounting technologies in the context of

public sector reform initiatives especially in the area of agency specific reform.
an empirical level, there are many research possibilities in this area.

A useful contribution to this research area could be another interpretive study to
examine the experiences of other governmental agencies who have responded to
various public sector reform initiatives. The governmental agency which is
studied in this thesis is a commercialised agency. However, there are
governmental agencies in Australia which are not commercialised but have
implemented new accounting and management control systems to face the
efficiency and performance enhancement criteria of the Australian Governments.
It would be interesting to know whether they have had similar experiences to of
the organisation which is studied in this thesis. While the current study has
adopted a particular theoretical framework to explore and understand the change
process vis-a-vis the role of accounting technologies in the context of public
sector reforms, similar studies could be conducted adopting other social and
political theories. Further research thorough adopting different social and

organisational and political theories will definitely strengthen our knowledge and
understanding of the theoretical and methodological perspectives of the role of
accounting technologies in the context of public sector reforms.
Other possibilities for research are the public sector reform initiatives of the
developing countries. A similar study could be conducted by adopting a 'case'
based in a developing country which will strengthen our knowledge concerning
the public sector reform experiences of the developing countries vis-a-vis the
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theoretical and methodological perspectives of the role of accounting technologie
in the context of developing countries. Taking the current study as the base (or

with a new case), a comparative study (eg similarities or dissimilarities) could a
be conducted to explore the role of accounting technologies in the context of
public sector reform initiatives in developing and developed countries. Such
comparative studies could also include the reciprocal learning experiences and
recommendations in their empirical investigations. For example, following the
experiences of the introduction of commercialisation and commercial accounting
practices in the NSW Department of Public Works and Services, a study could be
conducted to investigate and explore the applicability of commercial accounting
practices in the Public Works Department of Bangladesh or of India.

This study has highlighted the potential for further research in this area and, a
been discussed in the previous paragraphs, there remains much to be done to
understand and explore the role of accounting technologies in the context of
public sector reforms. Perhaps it may be appropriate to conclude this study by
quoting Hopwood who called for a broadly based approach for understanding
accounting in the wider political and social context of public sector:
T h e furtherance of accounting in the public sector could, however,
provide an ideal context in which to ask questions of accounting; for
its use in this sector can raise questions of a wider organisational,
social and even political nature. Given this, perhaps w e should use the
current pressures for change as a basis for starting to account for
accounting and to ask questions about what is actually achieved in the
pursuit of efficiency. (Hopwood, 1984, p. 186)
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Appendix 1
Corporate Structure of the D P W S
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Appendix 2
Letter of Acceptance for the Field Investigation
McKell Building
2-24 Rawson Place
Sydney N S W 2000

NSW DEPARTMENT
OF PUBLIC WORKS
AND SERVICES
Telephone 02 9372 8877
Facsimile 02 9372 7070

M r Monir Zaman Mir
PhD Student
Department of Accounting and Finance
University of Wollongong
Northfields Avenue
W O L L O N G O N G N S W 2522

Dear Monir

As discussed with you on Monday 5 May 1997 and requested in your letter of 18 Februar
pleased to advise the Department of Public Works and Services is prepared to assist you in your
research to complete your PhD.

The topic you have chosen "management accounting practices in the context of Public S
in NSW" is relevant to D P W S as the Department has undergone considerable change and reforms.

As previously discussed with you the extent of your study should be limited to the ma
accounting practices of the Corporate Head Office area and the Operations Division Regional and
Divisional Headquarters areas.

Access to DPWS staff should be through appointment only and, as previously advised, y
be flexible in making these arrangements. Due to demands on senior managers' time, interviews with
these staff should be kept to a minimum.

It is paramount that research information from Departmental files remain confidential
commercial in confidence financial information. I am confident that the final outcome of your research
will provide the Department with a valuable document

The Department reserves the right to forward-a dissenting view to your supervisor sho
Department disagree with aspects of your research findings or conclusions drawn from these findings.
I wish you well with your research.
Yours sincerely

'

Stenhmil
StephenMndge

MajagW /J-f-*7
Corporate Finance
Better solutions for a changing world
EVTn\(in»iii\M»»l|i i'MR_PHDJXOd«i

398

Monir Zaman Mir/PhD Thesis/Appendix

APPENDIX - 3
List of Interviews
NAMES

POSITION

LOCATION

CARMICHAEL, G.

Finance Manager

CARNEGIE, John

Facilitator, Best
Practice Programme
and (Ex General
Manager- State Mail
Service)
Business and Resource
Manager

Operations Division,
D P W S Head Office
Finance and Management
Services Division, Head
Office, D P W S .

CULLEN, David

DAVIDS, Vaughn

Treasury Officer

DIMENT, Graham

Corporate Systems
Accountant

FAIRLEY, Sally

Delivery (Acting)
Services Manager and
(Ex Team Training
and Development
Officer)
Systems Project
Officer
Finance Manager
Senior Financial
Accountant

FARIAS, Elisa
FLEMING, Nora
GEORGE, Sajeev

HODGE, Eileen
IBBETT, Nicole
JOHNSTON,
Christine
LEWIS, David

Co-ordinator (Acting)
- Sorting Services
Accounts Co-ordinator
Manager Sorting
(Acting)
Director

MAIIER, C.

Financial Controller
and Company
Secretary (Ex Finance
Manager, State Mail
Service)
Risk Manager

M O N A G H A N , Mike

Manager

LUK, Cynthia

NO. OF TIMES
INTERVIEW
CONDUCTED
1
1

2

South Coast Regional
Office of the D P W S ,
Wollongong
Finance and Management
Services Division, Head
Office, D P W S .
Finance and Management
Services Division, Head
Office, D P W S .
State Mail Service

2

State Mail Service

1

State Mail Service
Finance and Management
Services Division, Head
Office, D P W S .
State Mail Service

2
1

State Mail Service
State Mail Service

1
1

Finance and Management
Services Division, Head
Office, D P W S .
Australian W o o l
Exchange D d .

1

Finance and Management
Services Division, Head
Office, D P W S .
South Coast Regional
Office of the D P W S ,
Wollonging

1

1

1

1

1

1
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(List Continued)
MOYLAN, Mike
M U D G E , Stephen

Operations Manager
Manager Corporate
Finance

PAGE, Ken

Financial Controller

PHILIPPE, Greg

Change Project
Manager
Supervisor - Sorting
Section
Financial Accountant

SALAM1E, David
SHIVAKUMAR, K.

VELLA, Joe
W R A G G , John
W R A N , Glen

General Manager
Marketing Manager
Internal Audit
Manager

Slate Mail Service
Finance and Management
Services Division, Head
Office, D P W S .
Finance and Management
Services Division, Head
Office, D P W S .
Client Service Division,
D P W S Head Office
State Mail Service

1
3

Finance and Management
Services Division, Head
Office, D P W S .
State Mail Service
Slate Mail Service
Head Office, D P W S

1

1

1
1

1
1
1

